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Management  has  no  choice  but  to  anticipate  the 
future,  to  attempt  to  mold  it  and  to  balance  short- 
range  and  long-range  goals.   It  is  not  given  to 
mortals  to  do  either  of  these  well.   But  lacking 
divine  guidance,  business  management  must  make  sure 
that  these  difficult  responsibilities  are  not  over- 
looked or  neglected  but  taken  care  of  as  well  as  is 
humanly  possible. 

Predictions  concerning  five,  ten,  or  fifteen  years 
ahead  are  always  'guesses.'   Still,  there  is  a  difference 
between  an  educated  guess  and  a  'hunch, '  between  a  guess 
that  is  based  upon  a  rational  appraisal  of  the  range  of 
possibilities  and  a  guess  that  is  simply  a  gamble. ■*• 

With  these  words,  Peter  P.  Drucker,  one  of  the  country's 
leading  authorities  on  management,  Introduced  a  discussion 
entitled,  "Today's  Decisions  for  Tomorrow's  Results. "  Mr.  Drucker 
considered  that  decisions  arrived  at  after  consideration  of  the 
various  alternatives  of  action  were  the  end  result  of  the  planning 
process. 

Henri  Payol,  sometimes  known  as  the  father  of  modern 
management  theory,  did  much  to  popularize  the  planning  element  of 
management.   His  emphasis  on  the  importance  of  the  managerial 
function  of  prevoyanoe.  or  "looking  ahead"  resulted  from  the 
successful  utilization  of  yearly  and  ten-yearly  forecasts  as  the 
central  feature  of  his  company's  planning  program. 

1 Peter  P.  Drucker,  The  Practice  of  Management  (New  lork: 
Harper  &   Brothers  Publishers,  1954),  pp.  88-69. 
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'JJhere  are  as  many  definitions  of  the  planning  process  as 

there  are  separate  text  books  on  the  subject.   Comstock  Glaser 

has  described  the  management  approach  to  planning  as^ 

.  .  .  administrative  or  program  planning— determining 
what  is  to  be  done  .  .  •  management  or  procedural 
planning— deciding  how  programs  are  to  be  carried  out, 
and  more  particularly  how  they  are  to  be  administered. 

.  Glaser  further  described  his  approach  to  planning: 

In  private  business,  program  planning  centers  in  the 
controlling  officers.   With  the  help  of  research  staffs, 
technical  advisors,  and  line  officials,  they  map  out 
what  they  are  going  to  do,  and  lay  the  broad  outlines 
before  their  boards  of  directors  and  stockholders.   In 
public  affairs  .  .  .  following  legislative  or  directorial 
approval  of  the  basic  plans  which  determine  the  general 
scope  and  limitations  of  activity,  definite  administrative 
planning  begins . 

Management  planning— the  planning  of  administration- 
has  in  the  past  been  done  co-ordinately  with  program 
planning,  or  at  least  by  the  same  people.   Recent 
tendencies,  however,  place  it  increasingly  in  the  hands  of 
administrative  analysts,  who  are  staff  officers  concerned 
with  how  administration  Is  to  be  carried  on,  and  who  are 
specialists  in  administration  itself  rather  than  in  the 
subject  administered. 

It  is  the  objective  of  this  paper  to  review  the  planning 

function  as  it  is  described  In  text  books,  periodicals  and  applied. 

by  successful  modern  corporations  and  to  explore  the  top-management 

need  for  a  responsive  planning  organization  in  the  Bureau  of 

Supplies  and  Accounts,  Navy  Department.   She  study  will  review 

the  benefits  that  can  be  gained  by  increased  utilization  of  the 

planning  process  in  material  management;  present  a  summary  of  the 

-^Comstock  Glaser,  Administrative  Procedure  (Washington, 
D.  0.:  American  Council  on  Public  Affairs,  1941),  p.  69. 
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many  factors  that  need  continuing  planning  effort  in  the  Bureau 
of  Supplies  and  Accounts;  and  submit  recommendations  directed 
toward  formalization  of  the  planning  process  in  the  Bureau  of 
Supplies  and  Accounts. 
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CHAPTER  I 
INTRODUCTION 

Many  writers  on  management  philosophy  and  practice  include 
planning  among  the  basic  functions  of  management. 

Frederick  W.  Taylor,  often  called  the  founder  of  modern 
scientific  management,  placed  considerable  emphasis  on  organizing 
work,  planning,  proper  training  and  supervision.   Ifhile  Taylor's 
principles,  which  were  published  in  1911,  were  intended  for 
management  at  the  shop  level,  they  involved  a  philosophy  under 
which  management  would  take  more  responsibility  for  planning  and 
supervision. 

Henri  Fayol,  the  French  Industrialist,  applied  scientific 
methods  to  the  problems  of  management.   Fayol  concentrated  his 
writings  on  the  top-manager.   His  principles  of  general  management 
were  first  printed  in  1916,  and  included  the  functions  of  planning, 
organizing,  commanding,  coordinating,  and  controlling  as  elements 
of  the  management  process. 

Other  authors,  Luther  Gulick,  L.  D.  White,  M.  E.  Diiaock, 
H.  A.  Simon,  and  0.  &,   Merriam  also  placed  great  stress  on  planning, 
organization,  personnel  practices,  and  control  in  discussing  the 


*F.  W.  Taylor,  The  Principles  of  Scientific  Management 
(New  York:  Harper  &  Brothers,  1911),  pp.  5b-3&. 
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fundamental  processes  of  management. 

In  actual  situations,  the  functional  elements  of  the 
management  process  are  inextricably  interwoven  and  interrelated; 
the  performance  of  one  function  does  not  cease  entirely  before  the 
beginning  of  the  next.   It  is  difficult  to  visualize  the  functions 
being  carried  out  in  a  particular  sequence.   However,  over  a 
period  of  time  certain  managerial  functions  tend  to  precede  others. 

Fayol  concentrated  a  considerable  portion  of  his  writing 

on  the  importance  of  the  managerial  function  of  "prevoyance, "  or 

"looking  ahead."  Good  planning,  Fayol  held,  necessitated  an 

assessment  of  the  future  and  the  provision  for  it.   The  lack  of 

planning  or  poor  planning  was  a  sign  of  managerial  incompetence. 

Payol  said: 

The  preparation  of  the  operation  is  the  result  of  a 
twofold  effort  of  planning  and  organization.   To  plan  is 
to  deduce  the  probabilities  or  possibilities  of  the 
future  from  a  definite  and  complete  knowledge  of  the 
past.   To  organize  is  to  define  and  set  up  the  general 
structure  of  the  enterprise  with  reference  to  its 
objectives,  its  means  of  operation  and  its  future 
course  as  determined  by  planning.  .  .  .   Thus  in 
organization,  the  theoretical  concepts  of  planning  are 
translated  into  facts.1 

An  excellent  case  can  be  advanced  for  the  universality 

of  planning— extending  the  planning  function  to  all  levels  of 

management  at  each  activity  and  organization.   There  is  a  marked 

tendency,  however,  for  planning  and  organizing  to  be  essentially 

a  responsibility  of  the  board  of  directors,  president,  as  well  as 

^0.  Seckler-Hudson,  Organization  and  Management:  Theory 
and  Practice  (Washington,  D.  0.:  The  American  University  Press, 
1955),  p.  102. 
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other  key  management  officials  Involved  in  the  selection,  from 
among  alternatives,  of  objectives,  policies,  procedures,  and 
programs  affecting  the  future  course  of  the  enterprise.   The 
remaining  management  functions  occupy  positions  of  relatively 
major  importance  but  at  the  lower  management  levels. 

Planning  has  been  described  by  Billy  B.  Goetz  as 
"fundamentally  choosing.'    Goetz  said,  "A  planning  problem  arises 
when  an  alternative  course  of  action  is  discovered."   The 
alternatives  available  to  the  manager  stem  from  the  enterprise 
objectives,  policies  and  programs. 

Determining  the  Objectives 

Management  objectives  have  been  defined  as: 

Objectives  are  targets;  they  are  the  end  result.^ 

They  spell  out  what  results  the  business  must  aim 
at  and  what  is  needed  to  work  effectively  toward  these 
targets. 4 

•  .  .  the  goals,  aims,  or  purposes  which  executives, 
managers,  and  administrators  wish  members  of  their 
organizations  to  achieve  over  varying  time  periods. 5 

•^Billy  S«  Goetz,  Management  Planning  and  Control  (New  York: 
McGraw-Hill  Book  Company,  Inc.,  1949),  p.  2. 

2lbld. 

^George  H.  Terry,  Principles  of  Management  (Homewood, 
Illinois:  Richard  D.  Irwin,  Inc.,  1956),  p.  148. 

4-Peter  P.  Drucker,  "The  Objectives  of  a  Business," 
Readings  in  Management,  eds.  Max  D.  Rlohards  and  William  A. 
Icelander  (Cincinnati,  Ohio:  3outh-tfe stern  Publishing  Co.,  1953), 
p.  266. 

5 
Dalton  iS.  McParland,  Principles  and  Fundamentals  of 

Management  (New  lork:  The  MacMillan  Company,  1958),  p.  93. 
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The  importance  of  the  objective  in  planning  cannot  be 
overemphasized.   These  objectives  may  be  general  or  specific. 
They  may  encompass  the  entire  organization,  or  be  pertinent  to  a 
particular  segment  of  function.   Host  important  of  all,  however, 
is  that  management  establish  the  objectives  and  clearly  state 
them  so  that  they  can  be  used  in  the  planning  process. 

After  a  study  of  recent  management  literature  and  the 

published  objectives  of  business  firms,  John  F.  Mee  summarized 

modern  management's  objectives  as: 

(1)  Profit  is  the  motivating  force  of  managers. 
(2)  Service  to  customers  by  the  provision  of  desired 
eoonomic  values  (goods  and  services)  justifies  the 
existence  of  the  business.   (3)  Social  responsibilities 
do  exist  for  managers  in  accordance  with  ethical  and 
moral  codes  established  by  the  sooiety  in  which  industry 
resides. 1 

Ralph  Currier  Davis,  Professor  of  Business  Organization, 

The  Ohio  State  University  approaches  the  classification  of  the 

business  objective  in  a  slightly  different  manner.   Since  the 

business  organization  is  primarily  an  economic  institution,  fir. 

Davis  considers  that  the  primary  objective  must  be  in  certain 

economic  values  that  the  business  organization  is  expected  or 

required  to  create,  acquire,  preserve  or  distribute.   The  service 

objective  is  predominate  in  the  following  classification  by  Mr. 

Davis : 

^J.  F.  Mee,  "Principle  of  the  Objective,"  Readings  in 
Management ,  op.  clt..  p.  270. 


1.  Primary  service  objectives 

a.  Organizational  objectives 

General,  major,  minor,  and  individual. 

b.  Operational  objectives 
Intermediate  and  final. 

2.  Collateral  service  objectives 

a.  Personal  objectives 
Group  and  individual 

b.  Social  objectives. 

3.  Secondary  service  objectives 

a.   Economy  and  effectiveness  in  the  creation 
of  primary  and  collateral  service  values. 1 

L.  Urwick,  in  discussing  the  principles  which  should 

underlie  planning  methods,  has  Indicated  that  an  objective  must 

be  present.   Urwick1 s  thoughts  concerning  the  primary  objective 

are: 

Many  business  men  today,  if  asked  what  was  their 
objective  would  reply  vaguely:  "To  make  a  profit,  I 
suppose."  But  profit  can  be  no  more  the  objective  of 
a  business  than  betting  is  the  objective  of  racing, 
making  a  score  the  objective  of  cricket,  or  eating  the 
objective  of  living.   Profit  is  a  stimulus  to  individuals 
who  participate  in  business  activities;  sometimes  it  is 
an  almost  exclusive  stimulus,  just  as  one  meets  people 
who  live  to  eat.   But,  and  more  important,  it  is  also 
a  measuring  rod,  a  test  if  a  rough  one,  of  the  success 
with  which  the  real  objectives  of  the  business  are  being 
attained. 

The  true  objective  of  any  business  undertaking  must 
be  to  make  or  to  distribute  some  product  or  service  which 
the  community  needs.  .  .  .   And  it  is  this  primary 
objective,  the  exact  nature  of  the  product  or  service 
which  the  business  exists  to  make  or  render,  which  is 
very  often  most  imperfectly  apprehended,  still  less 
defined. 2 

■**Ralph  0.  Davis,  The  Fundamentals  of  Top  Management 
(New  York:  Harper  &  Brothers,  Publishers,  1951),  pp.  95-96. 

2L.  Urwick,  The  .Slements  of  Administration  (New  York: 
Harper  &  Brothers,  Publishers,  1943),  p.  27. 
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Peter  F.  Drucker  considers  that  there  is  no  one  right 

objective  for  management.  The  management  of  a  business  requires 

a  variety  of  needs  and  goals.  An  over-emphasis  on  the  profit 

motive  may  endanger  the  survival  of  the  business  by  pushing  the 

easily  salable  product  lines  and  slighting  those  that  are  the 

market  of  tomorrow.  Objectives,  in  the  opinion  of  Mr.  Druclcer, 

are  needed  in  all  areas  where  performance  and  results  directly 

and  vitally  affect  the  survival  and  well-being  of  the  business. 

Bight  key  areas  should  be  included  within  the  objectives  set  forth 

by  management: 

Market  standing;  innovation;  productivity;  physical 
and  financial  resources;  profitability;  manager  performance 
and  development,  worker  performance  and  attitude;  public 
responsibility.! 

Much  has  been  written  dealing  with  the  establishment  of 

the  objectives  of  an  enterprise.  However,  this  paper  will  not 

attempt  to  develop  a  panacea  for,  nor  criticize  the  manner  in  which 

the  subject  is  handled  in  management  literature.   Rather,  it  is 

considered  appropriate  to  point  out  that  the  "service"  objective 

appears  to  be  the  most  universal  objective. 

The  Planning  Function 

When  the  objectives  of  an  enterprise  are  reached,  it  then 
becomes  management^  primary  responsibility  to  choose  between 
alternative  courses  of  action  so  as  to  maximize  the  service, 

•*■  Peter  F.  Drucker,  op.  cit..  p.  63. 
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economic  and  social  aspects  of  the  business.  Rarely  is  management 
faced  with  a  decision  between  two  alternatives,  of  which  only  one 
is  acceptable.   On  the  contrary,  an  endless  array  of  alternatives 
usually  exists,  thus  complicating  the  role  of  management  as  a 
decision-maker . 

The  means  by  which  the  management  of  a  particular  business 
is  able  tc  meet  this  fundamental  challenge  is  through  its  system 
of  planning.  Every  business  has  a  planning  system,  whether  it  be 
designed  around  one  individual,  assigned  to  a  committee  or  to 
Individual  operating  officials.   The  system  may  be  good  or 
mediocre,  formalized,  or  operating  on  an  informal  basis.  However, 
every  business  has  some  method  of  directing  the  effort  toward  the 
realization  of  the  objectives. 

Implicit  in  the  term,  planning  is  future  activity.   In 
the  planning  function  of  an  enterprise,  the  basic  organization 
objectives  must  dictate  how  far  ahead  the  planning  product  must 
be  projected.  The  planning  product  must  then  provide  management 
all  of  the  information  available  concerning  the  subject  under 
review  to  assist  in  the  decision-making  process.   Included  should 
be  the  short-range  and  long-range  consequences  of  the  principal 
alternatives  available  to  management. 

The  manager  of  today  must  systematically  provide  the 
framework  for  the  decisions  to  be  made  by  tomorrow's  manager. 
This  thought  by  Peter  Drucker  leads  to  a  conclusion  that  management 
has  no  choice  but  to  anticipate  the  future  and  to  attempt  to  mold 
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it  by  the  balancing  of  the  short-range  and  long-range  goals  of 

the  enterprise.   It  is  not  easy  for  management  to  accurately 

define  the  future.   However,  lacking  divine  guidance,  management 

must  do  the  very  best  that  is  possible  with  the  means  that  it  has 

available.   The  five  -  ten  -  fifteen  year  plans  are  educated 

"guesses."  But,  there  is  a  bi^  difference  between  a  "guess" 

based  on  a  rational  appraisal  of  the  facts  and  a  "guess"  based 

on  a  gamble. ■*• 

The  educated  "guess"  when  formalised  within  an  enterprise 

and  wrapped  in  a  cover  becomes  the  planning  function.   This 

planning  function  has  been  described  as  : 

The  selecting  and  relating  of  facts  in  the 
visualization  and  formulation  of  proposed  activities 
believed  necessary  to  achieve  desired  results. 2 

...  a  predetermined  course  of  action.  .  .  .  futurity, 
action,  and  personal  or  organizational  causation  are 
necessary  elements  in  every  plan. 5 

.  .  .  the  function  of  a  manager  which  involves  the 
selection,  from  among  alternatives,  of  objectives, 
policies,  procedures,  and  programs  .  .  .* 

1 Peter  F.  Drucker,  op.  clt..  pp.  88-94. 

2George  R.  Terry,  op.  clt..  p.  110. 

^Preston  P.  Le  Breton  and  Dale  Henning,  Planning  Theory 
(Snglewood  Cliff's,  Uew  Jersey,  1961),  p.  7, 

^"H.  Koonts  and  0.  O'Donnell,  op.  oit.«  p.  453. 


Planning  always  means  thinking  ahead— vision,  based 
on  fact  and  experience.  Where  planning  Involves 
correlation  of  action  of  many  interested  groups  and 
agencies,  it  means  seeing  the  picture  clearly  and 
seeing  it  whole. •*■ 

.  .  .  the  process  of  devising  a  base  for  a  course  of 
future  action.2 

.  .  .  the  function  whereby  executives  anticipate  the 
probable  effects  of  forces  that  will  change  the 
activities  and  objectives  of  their  business.   By 
planning  they  attempt  to  influence  and  control  the 
nature  and  direction  of  change  and  to  determine  what 
actions  are  required  to  bring  about  desired  results. 3 

If  successful  management  requires  a  blending  of  the 

functions  of  planning,  organizing,  coordinating,  controlling  and 

personnel  management,  then  have  the  successful  enterprises  made 

appropriate  use  of  the  aforementioned  functions  V  Pun's  Review 

recently  polled  the  300  top  executives  who  make  up  its 

Presidents1  Panel  and  found  that  the  ten  best-managed  companies 

in  United  States  industry  and  their  most  outstanding  abilities 

were  :^ 

Sears  Roebuck  &  Oo . —management  planning  and 
diversification. 

General  electric— general  management 

General  Mo tors—  organization 

International  Business  Machines --growth  power 

duPont— financial  management 

American  Telephone  &   Telegraph— corporate 
vitality. 

Standard  Oil  (Mew  Jersey) — long-term  record 

Minnesota  Mining  &   Manufacturing— new  product 
management . 

JSastman  Kodak— quality  products 

Proctor  &  Gamble— marketing  &   merchandising. 

-1-".  H.  Hempel,  Top-Management  Planning  (New  Tork:  Harper 
&   Brothers  Publishers,  1945),  p.  6.~ 

20.  Seckler-IIudson,  op.  cit.,  p.  102. 

^D.  E.  McFarland,  op.  cit.,  p.  70. 

^"tfhat  Makes  A  Best-Managed  Company?",  Dun's  Review. 
December,  1963,  p.  40. 
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The  Dun's  Review  Panel  found  the  common  factors  which 
contributed  to  the  success  of  the  aforementioned  ten-best  managed 
companies  to  be : 

Abundant  -working  oapital— a  form  of  corporate 
insurance  policy  for  both  the  fast  expansion  and  the 
overnight  entrenchment  that  must  be  provided  for  in  a 
cyclical  business  climate. 

A  truly  decentralized  corporate  structure,  as 
opposed  to  the  lip  service  that  passes  for  decentraliza- 
tion in  so  many  companies. 

A  proficient  communications  system,  a  particularly 
tricky  device  that  vast  segments  of  industry  have  yet 
to  master. 

An  active  training  program  that  keeps  new  managers 
continually  pressing  to  the  fore  and  established  managers 
on  their  toes. 

High  executive  salaries  and  employees  benefits,  to 
retain  the  output  of  the  training  program  and  to  assure 
continuity  of  management. 

The  willingness  to  risk  impressive  sums  of  money  on 
research  and  new-product  development  and  to  risk  still 
more  capital  by  following  through  on  the  output  of  the 
laboratories.  2- 

The  threads  of  success,  i.e.,  high  working  capital, 

decentralized  corporate  structure,  management  communication  and 

training,  high  salaries  and  extensive  research  and  development 

have  combined  to  project  the  ten  best-managed  companies  into  their 

vaunted  position  in  Industrial  circles,  but  it  has  not  been  an 

over-night  process.  Assistant  Professor  3.  Kirby  Warren  of 

Columbia  University,  who  researched  the  planning  systems  of 

fifteen  of  the  nation's  largest  companies,  said: 

With  the  growth  of  large  corporations  and  the 
increased  amount,  speed  and  magnitude  of  change 
(economic,  social,  technological  and  competitive), 
adaptation  alone  has  often  proved  inadequate  to  insure 
corporate  survival  and  profitability.2 

iu;fhat  Makes  A  Best-Managed  Company?",  op.  cit. 

J.  J.  Friedman, "Long  Range  Planning  and  Cloudy  Horizons," 
Dun's  Review.  January,  1963,  p.  4-2. 
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The  lesson  to  be  learned  from  Professor  Warren's  research 
Is  that  corporate  management,  to  be  successful,  cannot  be  a 
reactionary  body.   The  future  successes  cannot  be  forecast  from 
the  past.   Instead,  a  combination  of  long  and  short-range  planning 
should  provide  management  with  a  background  of  information,  facts 
and  "preconceived"  approaches  to  business  alternatives,  from 
which  rapid  and  informed  decisions  can  be  made. 

The  Sears  Roebuck  story,  as  related  by  the  Presidents' 
Panel  of  Dun's  Review,  vividly  portrays  the  successful  corporate 
performance  through  planning.  The  measure  of  success  is  the 
profit  derived  from  the  sales  dollar  generated,  which  in  the  case 
of  Sears  Roebuck  &  do.  has  been  four  cents  to  five  cents  on  the 
sales  dollar.   Shis  is  considerably  above  the  industry  average  of 
about  3.5  cents. 

Despite  the  rise  of  the  "discount  house"  and  the  "super 
store, "  Sears  has  maintained  its  top  position  and  continues  to 
grow  utilizing  a  scientific  forecasting  system  that  pin-points 
with  amazing  accuracy  the  where,  what,  and  when  to  build  a  sales 
outlet.   The  planning  group  responsible  for  the  shape  of  the 
company  one,  two,  and  five  years  in  the  future,  consists  of  a 
business  research  chief  and  a  staff  of  fifteen  statisticians. 
Their  statistics  are  taken  from  Bureau  of  the  Census  personal 
Income  figures,  national  retail  sales  figures  and  regional  planning 

1N.  Buckley,  "How  Sears,  Roebuck  Plans  for  the  Future," 
Dun's  Review,  October,  1963,  p.  45. 
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commission  studies,  customer  data  from  the  company's  files, 
economic  reports,  and  projections  by  local  newspapers  and  local 
chambers  of  commerce. 

The  Sears'  planning  group  collects  any  and  all  figures 
that  appear  to  have  soiae  economic  significance  relating  to 
locations  where  the  possibility  of  locating  a  store  exists.   The 
figures  are  analyzed  and  those  which  have  a  bearing  on  the  future 
decisions  are  extracted  for  use  in  the  eventual  decision  by  the 
top  management  of  Sears  Roebuck  &  Company.   That  the  decisions 
eminatin,^  from  this  long-range  planning  group  have  been  successful 
is  obvious  from  the  presence  of  Sears  Roebuck  &  Company  in  the  top 
ten. 

Planning  is  not  overlooked  by  the  executives  responsible 
for  directing  the  other  "best-managed"  companies.  Michael  J. 
Kami,  director  of  long-range  planning  at  International  Business 
Machines  favors  the  placement  of  the  planning  process  on  "the  men 
who  have  the  facts  and  thus  have  the  ingredients  for  decision 
making,"  i.e.,  the  operating  manager.^  General  Electric  has  in 
being  a  planning  system  that  has  long-range  planning  in  the  job 
description  of  every  manager. 

At  General  Electric,  the  manager  at  the  operating  level 
begins  the  planning  cycle  with  ten-year  budgets  for  his  product 
range.   Next  the  division  general  manager  consolidates  the  plans 

J.  J.  Friedman,  op.  cit. 
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of  the  department  managers  and  contributes  his  own  five  to  ten- 
year  course  of  action,   These  planning  documents  are  then 
consolidated  at  the  executive  offices  in  l\few  York  and  presented 
to  the  chairman,  president  and  fifteen  of  the  top  executives  for 
management  decision.   It  is  of  interest  to  note  that  although 
General  Slectric  prides  itself  on  its  decentralized  planning 
network,  there  is  an  executive  vice-president  in  the  organization 
whose  orders  are  to  think  only  about  the  overall  corporate  future. 
His  scope  of  planning  moves  from  new  business  lines  for  General 
.Slectric  to  the  role  of  technology  in  G-eneral  Slectric fs  future.  •*- 

Looking  beyond  the  ten  "best-managed"  companies, 
effective  long-range  planning  has  contributed  materially  to  the 
success  of  the  American  Machine  &  Foundry  Go.  A  variation  of  the 
five-year  planning  cycle  is  used.   The  first  year,  the  budget 
year  of  the  cycle  is  very  detailed.   The  second  year  is  less 
detailed  than  the  first.   Then  the  third  and  fourth  years  are 
skipped  as  meaningless.   The  fifth  and  last  year  in  the  planning 
cycle  of  the  American  aachine  &  Foundry  Go.  projection  is  the 
objective.2 

R.  Stanley  Laing,  Executive  Vice  President  of  National 
Gash  Register  describes  the  key  to  effective  planning  at  National 

<T.  J.  Friedman,  op.  cit.,  p.  66. 
2Ibld. 
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i 

Cash  Register  as  a  "planning  blueprint."   It  is  the  aim  of  this 

document  to  fully  describe  the  financial  impact  of  a  new  product 
that  is  to  enter  the  production  stage  before  it  is  started, 
fhe  parameters  which  justify  the  proposed  investment  are  stated, 
accompanied  by  an  analysis  of  the  market  potential  and  the 
competitive  situation,  the  funding  required  is  estimated,  the  key 
check-points  are  identified  with  the  timing  to  attain  them 
identified  and  the  cost-price-margin  relationships  are  given. 
With  these  factors,  top-management  of  National  Oash  Register 
makes  its  decision  on  the  project. 

Planning  does  not  always  lead  to  the  attainment  of  the 
objectives.   The  rush  of  business  to  move  into  growth  markets 
during  the  past  decade  has  led  oil  companies  to  move  into  petro- 
chemicals in  numbers  that  managed  to  sharply  reduce  the  return  on 
the  prized  investment,  prompted  plane  manufacturers  to  over- 
produce jet  transports,  and  found  airlines  overestimating  the 
passenger  market  for  jet  traffic.   Professor  warren  has  the 
answer  for  this  faulty  planning: 

One  reason  for  miscalculation  is  that  many  companies 
confuse  economic  forecasting  with  long-range  planning. 
The  two  are  completely  different.  Economic  forecasting 
is  a  basic  tool  in  long-range  planning,  not  the  process. 

1R.   S.  Laing,  "MPO-Key  to  Profit  Growth,"  Financial 
Executive.  February,  1963,  p.  34. 

2J.  J,  Friedman,  op.  clt.«  p.  66, 


OHAPISR  II 
PI^NHING  AHD  THS  MILITARY 

To  effectively  bridge  the  gap  between  business-oriented 
planning  and  the  comparative  function  in  the  military,  an 
understanding  of  the  basic  differences  in  the  respective 
organizational  objectives  is  required,   tfhile  the  objectives  of 
the  commercial  enterprise  and  the  military  both  revolve  around  a 
"service"  motive,  the  profit  and  social  elements  of  the  commercial 
enterprise  have  reduced  application  to  the  military  planning 
function. 

The  basic  objectives  of  the  military  organizations 
oomprislng  the  Department  of  Defense  are: 

To  support  and  defend  the  Constitution  of  the 
United  States  against  all  enemies,  foreign  and 
domestic. 

To  insure,  by  timely  and  effective  military  action, 
the  security  of  the  United  States,  its  possessions, 
and  areas  vital  to  its  interest. 

To  uphold  and  advance  the  national  policies  and 
interests  of  the  United  States.1 

Although  both  the  commercial  enterprise  and  the  military 

have  a  "service"  motive,  the  governmental  environment  which  the 

military  must  operate  in  is  quite  different  from  that  of  business. 

XU.  3.  Havy  Department,  SEQMAVIHST  5410.85  of  24  February 
1959. 
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Some  of  the  characteristics  and  trends  which  set  the  government 
environment  apart  from  that  of  business  are: 

Size  and  Complexity  of  the  Governmental  System 

•  •  •  bigness  calls  for  discipline,  additional 
controls,  new  types  of  administrative  techniques, 
standardization  •  •  •  and  a  thousand  and  one  other 
controls  which  are  not  needed  in  a  small  and 
independent  organization,  and  only  to  a  limited  degree 
in  large  unifunctional  business  concerns. 

Multifarious  Activities  in  Government 

•  .  •  Government  is  vast  and  diverse,  like  a 
hundred  big  businesses  all  grouped  under  one  name. 
But  the  various  businesses  of  government  are  not 
integrated  nor  even  directly  related  in  fields  of 
activity;  and  in  government  the  executive  management 
must  operate  under  a  system  of  divided  authority. 

Signal  Difficulty  of  Coordination  in  Government 

•  .  .  The  sheer  magnitude  of  the  task  is 
discouraging,  the  nomenclature  confusing,  and  the 
variety  of  kinds  of  units  with  their  multiplicity  of 
divergent  programs  awesome. 

Multiple  Participation  in  Government 

Perhaps  in  no  other  human  endeavor  do  so  many 
persons  and  groups  participate  in  a  given  operation  as 
the  case  in  Government-particularly  the  Federal 
Government. 

High  Degree  of  Interrelationship  and  Dependence  in 
Government 

.  •  .  intricate  relationships  .  .  .  reach  downward 
in  the  organization  .  .  .;  outward  to  other  similar 
officials  and  organizations  whose  cooperation  is 
essential  or  highly  desirable;  and  upward  in  the 
hierarchy  of  government  to  the  Congress,  the  President, 
and  ultimately  to  the  electorate. 

Multiple  Command  in  Government 

•  .  .  the  executive  in  government  .  .  .  usually  we 
depict  him  at  the  apex  of  a  pyramid  or  hierarchy. 
...  It  is  the  Inverted  pyramid  with  the  government 
executive  reporting  upward  to  his  many  bosses  which 
depicts  the  more  trying  aspects  of  his  efforts. 

Governmental  Objectives  Related  to  Social  Goals 
The  objectives  of  government  are  related  to  the 
achievement  of  social  goals,  as  these  goals  are  trans- 
lated by  the  political  party  in  power. 

Increasing  Amount  of  Secret  or  Classified  Operations 
in  Government 
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Complexity  of  Decision-Making  in  Government 

.  .  •  Decision-making  in  government  is  a  plural 
activity.   One  individual  may  pronounce  the  decision, 
but  many  contribute  to  the  process  of  reaching  the 
decision. 

Public  Criticism 

.  •  .  Our  political  system  as  a  whole— with  the 
ruthless  and  fierce  scrutiny  of  each  party,  the 
multiple  pressure  groups  swarming  watchfully  over 
Washington,  the  particular  interests  of  each  member  of 
the  Congress,  contributes  to  an  environment  of 
suspicion,  fear,  and  competition. 

Peculiar  Accountability  of  the  Congress  in  the 
United  States 

...  An  agency  is  subject  at  any  time  to 
Congressional  investigation,  general  or  specific.   It 
may  be  called  upon  to  report,  not  necessarily  through 
the  President,  on  general  and  detailed  administrative 
performance. 

Legal  Restrictions  and  Limitations  in  Public 
Administration 

Interlaced  with  the  peculiar  accountability  of 
Congress  for  matters  administrative,  is  the  curious  net- 
work of  legal  restrictions  and  limitations  imposed  on 
the  administrator  by  statutory  law. 

Increasing  Emphasis  on  Research  and  Scientific  Work 

Increasing  Impact  of  International  Situations.1 

Planning  in  the  military  encompasses  long-range  and 
short-range  plans,  as  in  business.   Comstock  Glaser  has  compared 
the  long-range  or  policy/organizational  planning  to  what  is 
called  administrative  or  program  planning.   This  administrative 
planning  is  concerned  with  the  determination  of  what  is  to  be 
done.   The  short-range  planning  falls  within  his  category- 
management  or  procedural  planning.   The  management  planning  is 
concerned  with  how  programs  are  to  be  carried  out  and  how  the 

■*-G.   Seckler-Hudson,  op.  cit..  pp.  15-41. 
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programs  are  to  be  administered. 

Mr.  Olaser  Indicates  that  administrative  planning  in  the 
commercial  enterprise  centers  in  the  corporate  officers.  With 
the  help  of  staff  assistants  the  corporate  officers  map  out  what 
they  are  going  to  do  and  present  it  to  their  board  of  directors 
and  stockholders.   While  in  the  public  field,  the  various 
agencies,  legislators  and  interest  groups  prepare  the  drafts  of 
legislation  desired  and  submit  such  legislation  to  Congress . 
Following  passage  of  the  legislation  or  such  other  approval  as  Is 
necessary,  the  baslo  administrative  planning  which  determines 
the  scope  and  direction  of  the  activity  is  commenced. 

Management  planning— the  planning  of  facilities  and 
methods  of  administration— a  staff  function  in  an  increasing 
number  of  agencies  will  then  interpret  the  results  of  the 

administrative  planning  and  establish  the  plans  to  keep  the 

2 
organization  moving  ahead. 

The  military  is  no  exception  when  it  comes  to  applying 

the  aforementioned  philosophy  of  Gomstock  Glaser. 

Department  of  the  ilavy  Application 

fhe  thread  of  administrative  planning  runs  through  the 
principal  tasks  of  the  Secretary  of  the  Navy  and  his  key  military 

^•Gomstock  Glaser,  op.  cit..  p.  69. 
2 Ibid.,  pp.  71  and  139. 
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and  civilian  assistants— policy  control,  naval  command,  logistics 
administration  and  control  and  business  administration.   In 
exercising  responsibility  for  the  planning  and  direction  of  the 
Department  of  the  Navy,  the  Secretary  of  the  Navy  utilizes  a 
bilinear  system  of  organization. 

This  bilinear  system  recognizes  a  "consumer-producer" 
relationship  within  the  Department  of  the  Navy  and  provides  for 
a  distinction  between  military  direction  and  the  business  direction 
of  the  Department.   Training  and  developing  the  capabilities  and 
readiness  of  the  military  forces,  planning  their  support 
requirements,  and  the  military  administration  are  combined  under 
the  military  direction  of  the  Secretary.   The  business  direction 
is  concerned  with  providing  the  equipment,  material,  trained 
personnel,  and  services  necessary  to  meet  the  supporting  require- 
ments of  the  military  forces.   This  "consumer-producer" 
relationship  is  described  as  follows : 

The  military  chiefs  of  the  Department  of  the  Navy, 
i.e.,  the  Ohief  of  Naval  Operations  and  the  Commandant 
of  the  Marine  Corps,  are  viewed  as  representing  the 
"consumers"  of  supporting  requirements;  hence,  they 
are  responsible  for  planning  requirements  for  support 
in  terms  of  what  is  needed,  when  it  is  needed,  and 
where  it  is  needed.   Thus,  the  Office  of  Ohief  of 
Naval  Operations,  the  Headquarters,  U.  S.  Marine  Corps, 
and  the  Operating  Forces  of  the  Navy  and  the  Marine 
Corps  constitute  the  "consumer  organization. "   In 
contrast,  the  bureaus,  and  their  shore  activities, 
under  the  direction  of  the  Under  Secretary  and  the 

ItJ.  S.  Department  of  the  Navy,  The  Department  of  the  Navy. 
NAVBXOS  P-435  (Hev.  5-62). 
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Assistant  Secretaries  of  the  Navy,  are  viewed  as  the 
"producers"  of  support  and  constitute  the  "producer 
organization."   ...  This  "consumer-producer" 
relationship  is  the  essential  basis  for  the  division 
of  responsibilities  and  tasks  in  the  field  of  logistics 
and  support. 1 

The  Office  of  the  Chief  of  Naval  Operations  is  primarily 

concerned  with  the  overall  planning  requirements  of  the  Navy  and 

must  be  responsive  to  the  needs  of  the  Secretary  of  the  Navy  as 

well  as  the  requirements  imposed  by  the  Office  of  the  Secretary 

of  Defense.   Unveiling  of  the  Department  of  Defense  Five-Year 

Force  Structure  and  Financial  Program  in  early  1961  levied 

increased  demands  on  the  Chief  of  Naval  Operations  and  the 

Secretary  of  the  Navy  to  align  the  Navy's  planning  efforts  to 

support  the  Department  of  Defense  approved  programs.   Two  terms 

developed  for  identification  of  the  new  force  structure  and 

financial  program  were : 

Program  element,  an  integrated  activity  comprised 
of  a  combination  of  men,  equipment  and  installations 
necessary  to  support  a  military  force  in  its  entirety. 

Programs,  a  related  group  of  orogram  elements 
contributing  to  a  common  mission. * 

The  programs  which  include  Strategic  Retaliatory  Forces, 

Continental  Air  and  Missile  Defense  Forces,  General  Purpose 

Forces  are  broken  down  into  program  elements.   The  program  elements 

have  their  origin  in  the  National  Security  Objectives  as 

enunciated  by  the  National  Security  Council.   The  objectives  are 

1Ibid.,  p.  7. 

2H.  McOullough,  "New  Concepts  in  Defense  Planning, " 
The  Federal  Accountant.  XII  (September,  1962),  p.  62. 
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then  farther  defined  in  the  Joint  Strategic  Objectives  Plan  of  the 
Joint  Chiefs  of  Staff,   jjiach  of  the  military  departments  expresses 
its  own  objectives  consistent  with  the  Joint  Strategic  Objectives 
Plan.   These  objectives  shape  the  requirements  and  plans  of  the 
military  departments  and  become  changes  in  the  Five-Year  Force 
Structure  and  Financial  Plan  if  approved  by  the  Secretary  of 
Defense. 

In  early  1962,  the  Secretary  of  the  ITavy  initiated  a 
review  of  the  management  of  the  Department  of  the  Jtfavy  to  provide 
for  improvement  in  achieving  its  objectives  and  to  provide 
maximum  responsiveness  to  the  operating  forces  and  to  the  Office 
of  the  Secretary  of  Defense.   The  review  included  an  extensive 
examination  of  (1)  the  environmental,  both  Internal  and  external 
to  the  Department  of  Defense,  in  which  the  Department  of  the  Navy 
must  function;  (2)  the  structure  and  processes  internal  to  each  of 
the  various  components  of  the  Department;  and  (3)  the  major 
functions  of  the  Department.   The  functions  of  Planning, 
Programming,  Budgeting,  and  Appraising;  Research  and  Development; 

and  Material,  Manpower,  Facilities,  and  Financial  Management  were 

p 
reviewed  in  great  detail, 

^•L.  B.  Chermaic,  "Planning,  Programming,  and  Budgeting- 
Accounting, "  The  Armed  Forces  Comptroller.  XII  (September,  1962), 
p.  72. 

p 
U.  S.  Department  of  the  Navy,  Review  of  Management  of 

the  Department  of  the  ITavy .  NAVEXOS  P-2426A,  p.  VII. 
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jJhe  report  of  the  Advisory  Committee  to  the  Secretary  of 
the  wavy  was  critical  of  the  planning  effort  carried  out  in  the 
Office  of  the  Ohief  of  Naval  Operations,   The  Secretary  of  the 
iJavy  and  his  key  departmental  executives  were  reported  not  to  have 
all  information  essential  for  making  the  best  decisions  on  program 
proposals,  Neither  the  cost-effectiveness  capability  available 
nor  the  administrative  maohinery  adequately  provided  for  the 
development  of  thoroughly  evaluated  alternatives. 

Jo  provide  for  increased  coordination  and  direction  of 
planning,  programming,  and  budgeting  in  the  Department  of  the 
Havy,  an  improvement  to  the  Navy  Planning  and  Programming  System 
was  proposed  which  would  orient  both  the  Office  of  the  Ohief  of 
Uaval  Operations  and  the  producer  organization  along  resource 
lines.  The  principal  resource  programs— manpower,  material, 
facilities,  and  research  and  development—would  replace  the 
traditional  appropriation  structure  in  support  of  the  Navy's 
programs.1 

Two  planning  documents  would  be  developed  to  take  the 
place  of  six  planning  documents  presently  in  use.  A  long-range 
plan  projecting  broad  goals  based  on  research  and  development 
would  span  the  forthcoming  ten-twenty  years.  The  second  plan,  a 
ten  year  mid-range  plan,  would  cover  the  strategic  concepts  and 
objectives  considered  essential  to  support  the  Joint  Ohiefs  of 
Staff  plans. 

^-Ibld..  p.  21. 
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In  addition  to  these  improvements  in  the  .Navy  Planning  and 
Programming  System,  two  offices  were  recommended.   In  the  Office 
of  the  Chief  of  IJaval  Operations,  a  Navy  Plans  and  Programs 
Office  would  exercise  top-management  authority  in  the  direction 
and  coordination  of  the  overall  resource  planning  and  material 
programming  effort.   This  office  would  also  have  the  capability 
to  evaluate  progress  attained  against  the  plans  and  to  make 
comparative  studies  of  the  relative  cost  and  effectiveness  of 
alternate  courses  of  action. 

A  Program  Appraisal  Office  was  proposed  as  a  staff  office 
to  the  Secretary  of  the  Navy  to  provide  an  independent  and 
improved  capability  to  appraise  progress  against  approved  plans. 

The  Department  of  Defense  Five-Year  Force  Structure  and 
Financial  Program  and  the  recent  Report  of  Review  of  Management 
of  the  Department  of  the  Navy  reveal  an  encouraging  trend  toward 
increased  centralized  decision-making  at  the  top  management,  level 
and  positive  steps  toward  improvement  at  the  Department  of  the 
Navy  administrative  planning  level.   The  aforementioned  will 
permit  more  effective  management  planning  by  those  planners  at 
the  "producer"  or  bureau  level  of  the  Department  of  the  Navy 
responsible  for  planning  the  execution  aspects  of  the  long-range 
needs  of  the  U.  S.  Navy. 

1Ibld..  pp.  24-26. 


CHAPTER  III 

THE  BUR13AU  Of   SUPPLIES  AND  ACCOUNTS  AND  THB  NAVY  SUPPLY  SYSTSM 

The  bureau  system  of  business  management  in  the  Navy 
evolved  as  a  result  of  the  expansion  of  the  Navy  following  the 
War  of  1812.   The  Secretary  of  the  Navy,  feeling  the  pressure 
exerted  by  the  increased  size  and  scope  of  the  Navy's  business, 
requested  assistance  in  the  form  of  a  Board  of  Naval  Commissioners 
to  oversee  the  building,  repairing,  and  equipping  of  ships  and 

* 

superintending  of  Navy  yards.  This  step  was  the  beginning  of  the 

trend  toward  the  "consumer-producer"  organization  which  pervades 

the  Department  of  the  Navy  today. 

Continued  growth  of  the  technological  requirements  of  the 

Navy  after  the  War  of  1812  resulted  in  the  creation  of  five 

individual  bureaus  under  the  Secretary  of  the  Navy,  each  identified 

with  a  specific  task.  The  Bureau  of  Provisions  and  Clothing, 

one  of  the  initial  five  bureaus,  was  the  forerunner  of  the  present 

Bureau  of  Supplies  and  Accounts.   The  duties  of  the  five  bureaus 

were  identified  in  the  Navy  regulations  of  1842  as : 

The  business  of  the  Department  of  the  Navy  shall 
be  distributed  among  the  Bureaus  in  such  manner  as  the 
Secretary  of  the  Navy  shall  ^udge  to  be  expedient  and 
proper.1 

^U.  S.  Department  of  the  Navy,  Report  of  the  Committee  on 
Organization  of  the  Department  of  the  Navy,  NAViilX.Oij  P-1996,  1^, 
p.  7. 
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Evolution  of  the  Navy  Supply  System 

Since  the  first  days  of  the  Navy,  ships  have  been 
organized  into  departments.   In  the  early  Navy,  the  purser  served 
as  the  business  agent  for  the  ship.   The  purser  made  purchases 
in  foreign  ports,  kept  the  accounts  of  the  ship,  paid  the  ship's 
company,  and  had  charge  of  the  food  and  clothing  onboard.   Sach 
head  of  department  separately  requisitioned  his  requirements  from 
the  Navy  yards,  and  had  charge  of  the  storage  and  use  of  his  own 
supplies  onboard.  A  similar  organization  existed  within  the  Navy 
yards,  the  departmental  subdivisions  of  which  were  patterned  after 
that  of  ships,   The  early  bureau  organization  of  the  Navy 
Department,  Bureau  of  Provisions  and  Clothing,  Bureau  of  Equipment 
and  Repairs,  Bureau  of  Ordnance  and  Hydrography,  etc.,  was  in  turn 
related  to  the  shipboard  departmental  structure. 

Sach  bureau  of  the  Navy  Department  was  responsible  for 
the  procurement,  storage,  issue  and  use  of  items  needed  to  carry 
out  its  mission.   Thus,  the  supply  of  material  was  organized 
vertically  by  commodity  groups  with  a  range  of  items  in  each  group 
determined  by  the  end  use  requirements  of  each  department. 

Prior  to  the  technological  revolution  which  took  place 
during  and  in  a  forty  year  period  following  the  Civil  War,  this 
system  of  departmental  cognizance  did  not  involve  any  appreciable 

^•RADM  £•  D.  Stanley,  SC  USN,  "The  Diamond  of  Material 
Logistics,"  Newsletter  (Bureau  of  Supplies  and  Accounts). 
XX VL  (January,  1963),  p.  35. 
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duplication  of  supplies  because  the  items  needed  by  the  various 
departments  were  more  or  less  mutually  exclusive. 

With  the  development  of  steel  hulls,  steam  engineering, 
breech-loading  ordnance,  torpedoes,  and  fire  control  mechanisms, 
and  an  accompanying  increase  in  the  size  of  the  Havy,  a  pressing 
need  for  change  developed.   This  technological  revolution  sparked 
a  philosophy  that  favored  centralized  control  and  direction  of 
the  performance  of  the  supply  functions  of  the  iJavy. 

As  early  as  i860,  the  need  for  systematic  supply  of  Ifevy 
vessels  was  recognized  and  provided.   It  was  in  1893,  however, 
that  the  Supply  Officer  of  each  lavy  Yard  was  given  charge  of  all 
storage  and  issue  of  material  and  the  accounting  for  stores.   This 

action  resulted  in  the  reduced  duplication  of  supply  management 

p 
effort  and  material  inventories. 

The  consolidation  of  shipboard  material  under  the  supply 

officer  of  the  ship  vice  the  using  department,  followed  a  few 

years  later.  This  break-through  charged  the  supply  officer  afloat 

with  accountability  and  custody  of  all  supplies  not  actually  in 

use  except  fuel,  ammunition  and  equipage. 3 

3- Ibid. 

2Ibld..  p.  36. 
3lbid. 
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The  technological  revolution  continued  with  the  advent  of 
the  airplane  as  a  weapon  during  World  War  I.   A  Naval  Aircraft 
Factory  was  established  in  Philadelphia  to  manufacture  airplanes 
and  it  followed  that  the  supply  officer  of  this  activity  should 
be  the  controlling  individual  for  the  procurement  and  distribution 
of  aviation  supplies. 

Since  separate  and  distinctive  Naval  activities,  such  as 
air  stations,  aircraft  tenders  and  carriers  had  to  be  built  to 
operate  and  support  aircraft,  and  3ince  most  items  used  in  Naval 
aviation  were  peculiar,  aviation  supply  developed  as  a  separate 
supply  system.   The  mushrooming  aviation  material  support 
requirements,  incident  to  World  War  II,  resulted  in  the 
establishment  of  a  separate  activity  to  service  the  replenishable 
needs  of  the  aviation  segment  of  the  Navy.   The  Aviation  Supply 
Office  came  into  existence  in  1943  to  determine  requirements, 

procure  and  distribute  aviation  material  to  distribution  points 

p 
and  major  supply  points. 

The  organization  and  Inventory  management  pattern 

pioneered  by  the  Aviation  Supply  Office  served  as  the  prototype 

for  subsequent  supply  demand  control  points.   The  Ships  Parts 

Control  Center  and  the  Ordnance  Supply  Office  are  supply 

^J.  Donnell  Hyerle,  "A  Study  of  A30  and  0S0,  Including 
Financial  Aspects,"  The  Armed  Forces  Comptroller.  VII,  No.  4, 
p.  22. 

2Ibid. 
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demand  control  points  patterned  after  the  Aviation  Supply  Office. 

At  the  end  of  Viorld  War  II  there  were  twenty-six  separate 

supply  systems  in  operation  within  the  Department  of  the  Uavy.^ 

The  Secretary  of  the  Navy  in  1946,  the  late  James  Porrestal, 

appointed  a  special  committee  to  make  a  study  of  these  supply 

systems.   The  mission  of  the  special  committee  was: 

The  surrender  of  Japan  has  provided  an  opportunity 
for  studying  the  Navy's  supply  system  with  the  end  in 
view  of  providing  for  methods  adapted  to  economical, 
peacetime,  functional  procedures  upon  which  rapid  and 
unencumbered  expansion  in  an  emergency  can  be  rnade.^ 

The  special  committee  reviewing  the  supply  systems  in 

existence  throughout  the  Navy  in  1946,  listed  the  elements  which 

were  considered  to  be  the  backbone  of  the  DJavy  Supply  System,  as 

follows : 

1.  Determining  of  initial  requirements. 

2.  Identification  and  stock  numbering. 

3.  Execution  of  purchases. 

4.  Authorization  of  stock  levels  at  activities. 

5.  Receipt  and  acceptance  of  incoming  materials. 

6.  Central  stock  status  and  consumption  reporting. 

7.  Determination  of  recurring  requirements. 

8.  Revision  of  stock  levels  at  specific  activities. 5 


!j.  3.  Department  of  the  Uavy,  Report  of  the  Special 

he  Navy  to  Study  the 
April,  1946),  p.  15. 


Oomiaittee  Appointed  by  the  Secretary  of  the  Navy  to  Study  the 
Davy's  Supply  System  (Washington,  D.  P.,  April,  1946),  p.  15. 

^Letter  from  the  Secretary  of  the  Navy,  Navy  Department, 
Washington,  D.  0.,  October  24,  1945. 

^Report  of  the  Special  Oommittee,  op.  oit..  p.  8. 


Three  recommendations  included  in  the  Report  of  the 
Special  Committee  Appointed  by  the  Secretary  of  the  iS'avy  to  Study 
the  iJavy's  Supply  System  were  to  play  a  vital  part  in  the  eventual 
design  of  the  Navy  Supply  System: 

That  the  Navy  adopt  a  supply  system  most  susceptible 
to  rapid  expansion  and  adaptable  to  fast  changing 
conditions,  rather  than  one  designed  solely  for  economical 
peacetime  operation. 

That  strictly  technical  material  be  procured  in  the 
technical  bureaus  by  supply  officers  assigned  to  the 
respective  bureaus. 

That  technical  supply  matters  be  made  the 
responsibility  of  joint  supply  organizations  where     .. 
technical  men  and  supply  specialists  work  side  by  side. 

In  February  of  1947,  Secretary  of  the  Navy  James 

Porrestal  approved  changes  in  the  Navy  supply  organization  to 

establish  a  pattern  of  unified  management  of  Navy  supplies.   The 

Navy  Supply  System  provided  for  separate  management  of  the 

technical  and  the  supply  functions.   The  technical  function — the 

design,  development  and  procurement  of  ships,  aircraft,  missiles, 

and  the  major  equipments  installed  in  them— was  the  responsibility 

of  a  designated  technical  bureau.   The  performance  of  the  supply 

functions  was  centralized  in  the  Bureau  of  Supplies  and  Accounts. 

These  supply  functions  were  carried  out  by  supply  demand  control 

points,  each  of  which  had  full  authority  and  responsibility  over 

a  particular  category  of  material— ships  parts,  ordnance  repair 

parts,  aviation  parts,  and  so  on.   These  supply  demand  control 

3-Ibld. ,  p.  1. 
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points  look  to  the  designated  technical  bureau  for  guidance  in  the 
technical  material  matters  and  to  the  Bureau  of  Supplies  and 
Accounts  for  funding  and  guidance  relative  to  the  performance  of 
the  basic  supply  functions. 

Inventory  control,  cataloging,  distribution,  preparation 
of  item  identification  and  obtaining  federal  Stock  Numbers  for 
new  items,  preparation  and  revision  of  allowance  lists  and  load 
lists  for  consuming  ships — supply  ships  and  overseas  bases — 
issue  and  disposal  of  material  through  the  various  stock  status 

reporting  systems  comprised  the  major  functions  of  the  supply 

o 

demand  control  points. 

The  responsibilities  of  the  Chief,  Bureau  of  Supplies  and 

Accounts  in  administering  the  aforementioned  Navy  Supply  System 

are: 

The  Bureau  of  Supplies  and  Accounts  supervises 
the  procurement,  receipt,  custody,  warehousing,  issue, 
loading,  unloading,  and  transportation  of  Navy  supplies 
and  materials,  exclusive  of  ammunition,  explosives,  and 
pyrotechnics;  develops  plans  and  specifies  procedures 
for  the  performance  of  supply  functions  afloat  and 
ashore;  administers  and  manages  the  Navy  Stock  Fund, 
the  Naval  Working  Fund,  and  designated  parts  of  the 
Navy  Management  Fund,  and  maintains  official  property 
records  for  material  in  store;  and  administers  necessary 
research  and  development  for  the  supply  and  material 
logistics  phases  of  the  Navy  Supply  System.   The  Bureau 
operates  field  purchasing  offices  and  supply  depots. 3 

3-J.  Donnell  Hyerle,  op.  clt.,  p.  21. 

o 

Stanley,  op.  clt..  p.  36. 

^U.    S.    Department  of  the   Navy,    The   Department  of  the   Navy, 
A  .Description  of   its   Functional  Organization,    IIATCCOS   P-435 
(Rev  5-62},    May,    1962,    p.    23. 
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fhe   rapid  growth  of  the  Navy,  the  complex  nature  of  the 
modern  weapons  and  the  increased  costs  of  the  weapons  and  their 
associated  repair  parts  has  caused  increasing  emphasis  to  be 
placed  on  maximum  economy  and  effectiveness  of  operations. 
Formalization  of  the  Navy  Supply  System  by  the  Secretary  of  the 
Navy  James  Forrestal,  providing  specialized  attention  to  the 
peculiar  problems  of  the  several  types  of  technical  repair  parts 
and  consumables,  was  directed  toward  the  attainment  of  economy 
and  effectiveness  in  supply  operations. 

Operations  under  the  1947  charter  have  resulted  in 

substantial  and  significant  advances  in  the  art  of  inventory 

management  and  distribution  of  Navy  material.   Significant 

contributions  include: 

Assigned  uniform  stools:  numbers. 
Catalogued  items,  making  available  to  all. 
Centralized  supply  management  to  balance  supply 
and  demand. 

Adapted  machine  methods  to  material  management. 

Developed  all  cog  outlets. 

Developed  revolving  stock  fund  principle. 

Developed  stratification  process. 

Bstablished  first  central  disposal  organization. 

Developed  uniform  procurement  regulations 

Developed  material  priority  system. 

Developed  uniform  pay  records. 

Developed  Navy  Ration  Law.1 

iQaptaln  ¥.  B.  Durant  SO  USN,  "Demands  on  the  Future 
Supply  System, "  A  speech  delivered  to  the  1963  Uavy  Supply 
Conference,  6-8  May  1963. 
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dilution  of  the  Navy  Supply  System 

While  operation  of  the  Navy  Supply  System  sinoe  1947  has 
resulted  in  improvement  in  inventory  management  throughout  the 
Navy,  direction  of  the  inventory  management  function  remains 
complicated  and  unclear.   This  condition  is  described  in  the 
recent  Report  of  Review  of  Management  of  the  Department  of  the 
Navy,  as  follows: 

The  Navy  Supply  System  is  today  operated  by  the 
Bureau  of  Supplies  and  Accounts.  However,  there  is 
some  misunderstanding  over  the  responsibilities  of  the 
Bureau  of  Supplies  and  Accounts  and  the  Chief  of  Naval 
Material  in  relation  to  the  system.   The  Chief  of  Naval 
Material  is  responsible  for  policy  and  methods  for  supply 
of  Navy  material  within  the  Navy  Supply  System.  The 
Chief,  Bureau  of  Supplies  and  Accounts,  is  responsible 
for  administration  of  the  Navy  Supply  System.   Neither 
knows  exactly  where  his  responsibilities  begin  and  end. 
There  is  also  difficulty  to  interpretation  of  the  role 
of  the  Office  of  Naval  24aterial  and  the  role  of  Bureau 
of  Supplies  and  Accounts  in  establishing  policies  on  the 
inventory  management  functions  of  the  material  bureaus. 
This  difficulty  also  stems,  in  part,  from  lack  of 
definition  of  the  term  "Navy  Supply  System." 

In  the  area  of  provisioning  there  are  four  different 
specifications  in  effect— two  originated  by  the  Bureau 
of  Ships  and  two  by  the  Bureau  of  Naval  Weapons.   This 
results  in  provisioning  requirements  of  great  variety 
being  placed  on  contractors.   The  Supply  Demand  Control 
Points  must  also  operate  under  these  varied  specifications 
for  different  contracts.   This  causes  wide-spread  industry 
dissatisfaction  and  frequently  inadequate  and  untimely 
support . 

Another  problem  relates  to  the  management  retention 
by  the  technical  bureaus  of  items  which  have  evolved  into 
routine  resupply  material.  Periodic  review  of  all  bureau- 
managed  material  to  screen  out  these  items  and  assign  them 
to  the  Supply  Demand  Control  Points  is  not  always  being 
accomplished.   Many  of  the  items  controlled  by  the  bureaus 
have  been  in  the  Supply  System  for  several  years  and  may 
be  susceptible  to  transfer  of  cognizance. 1 

%.  3.  Department  of  the  Navy,  Review  of  Management  of  the 
Department  of  the  Navy. (NAVSX03  P-2426B,  15  December  1962),  p.  102. 
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The  continued  existence  of  the  above  conditions  reduces 
the  effect  of  the  Chief,  Bureau  of  Supplies  and  Accounts'  efforts 
to  provide  overall  administration  of  the  Navy  Supply  System.   In 
addition,  no  one  individual  can  be  called  on  to  represent  the 
Navy  Supply  System  and  protect  Navy  interests  in  the  field  of 
material  management  in  discussions  with  other  services,  the 
Department  of  Defense,  or  the  Congress. 

The  report  on  Review  of  Management  of  the  Department  of 
the  Navy,  as  approved  by  the  Secretary  of  the  Navy,  recommended 
the  following  corrective  action: 

In  looking  to  the  future,  we  see  the  Chief  of  the 
Bureau  of  Supplies  and  Accounts  recognized  as  truly 
the  Navy's  Supply  Manager.   The  current  diffused 
supply  responsibilities  should  disappear  under  the 
leadership  of  the  Chief  of  Naval  Support. 

Recommendation  No.  46— That  the  Chief  of  Naval 
Support  take  early  actions  to  establish  uniform 
practices  and  direction  of  the  following  matters : 

a.  Provisioning. 

b.  Operation  of  subordinate  segments  of  the 
Supply  System. 

c.  Assignments  and  reassignments  of  supply 
management  cognizance  of  material. * 

While  the  Navy  Supply  System  has  been  encountering 

difficulty  in  the  areas  of  provisioning,  operation  of  the 

subordinate  segments  of  the  Navy  Supply  System,  and  assignments 

and  reassignments  of  supply  management,  cognizance  of  material 

other  forces  are  shifting  the  Navy's  supply  support  responsibilities. 


^-Review  of  Management  of  the  Department  of  the  Navy. 
op.  cit..  p.  103. 
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An  inventory  control  and  distribution  organization,  the 
Defense  Supply  Agency,  performing  all  related  supply  functions 
for  common  supplies  used  by  the  four  services  is  rapidly  growing. 
The  establishment  of  the  Defense  Supply  Agency  on  August  31>  1961 
has  resulted  in  the  transfer  to  that  agency  of  the  majority  of 
the  items  around  which  the  Havy  Supply  System  was  built.   It  is 
entirely  probable  that  up  to  75JJ  of  the  item  demands  that  have 
been  filled  from  Navy  stocks  in  the  past  may  be  supplied  in  the 
future  from  Department  of  Defense  or  other  agency  sources. 

This  new  agency  manages,  procures,  and  distributes  common 
supplies  and  services  in  the  field  of  subsistence,  clothing  and 
textiles,  tra-ffic  management,  petroleum,  medical  supplies,  general 
supplies,  industrial  supplies,  automotive  supplies,  construction 
supplies,  electrical  and  electronic  material,  chemical  and 
industrial  equipment.   Studies  are  presently  being  conducted  which 
may  place  the  service  inventories  of  aeronautical  repair  parts 
under  the  Defense  Supply  Agency.   Provided  the  foregoing  material 
areas  migrate  to  the  Defense  Supply  Agency,  over  $21  billion  of 
Department  of  Defense  personal  property  comprising  1,200,000  line 
items  will  be  under  the  management  control  of  the  Defense  Supply 
Agency. ^ 

■J-Durant,  op.  olt. 

2 "Defense  Supply  Agency  to  Out  Delays,  Cost, "  Armed  Forces 
Management .    jvember,  1961,  p.  118. 
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Lieutenant  General  Andrew  J.1.  McNamara,  CJ.  S.  Army,  the 
Director  of  the  Defense  Supply  Agency  has  estimated  that  service 
inventories  will  be  reduced  initially  by  ;*200  million  and  that  an 
annual  operating  cost  saving  of  $25  million  will  occur  from  the 
operation  of  his  agency.  His  five-point  program  calls  for: 

Faster  standardization  of  common  supply  items. 

Development  of  a  streamlined  distribution  system 
which  may  involve  bringing  more  depots  directly 
under  D3A. 

Further  use  of  automatic  data-processing  to  improve 
supply  and  services  management. 

Greater  economy  and  effectiveness  through 
consolidation  of  procurement  offices,  administration 
and  support  services. -*• 

When  asked  how  the  establishment  of  the  Defense  Supply 

Agency  would  affect  the  Navy  Supply  System,  RADM  John  Orumpacker, 

30,  USB,  Ohief,  Bureau  of  Supplies  and  Accounts,  replied: 

This  is  a  major  change  in  our  way  of  doing  business, 
but  not  a  curtailment  of  that  business.  ...   We  in 
BuSandA  managed  activities  and  in  other  field  and  fleet 
supply  functions  have  our  continuing  mission  of  doing 
everything  possible  to  improve  support  and  readiness 
of  our  fleet.2 

Increasing  emphasis  is  being  placed  upon  the  term 

"Weapons  System  Management."  A  weapons  system  might  be  defined 

as  a  nuclear  submarine,  a  super-sonic  fighter  aircraft  or  a  guided 

missile  cruiser.  Recent  developments  have  given  the  weapons  system 


•^"This  is  BfiA,"  Newsletter  (Bureau  of  Supplies  and  Accounts 
XXV,  Ho.  2   (February,  1962),  p.  8. 

2Ibid. 
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controlling  significance  over  many  other  aspects  of  military 
actions. 

The  weapons  system  manager  is  vitally  interested  in  the 
ability  of  the  Navy  Supply  System  to  support  his  weapons  system. 
Previously,  the  wavy  Supply  System  was  able  to  respond  to  the 
informational  needs  of  supported  organizations  only  on  an  item 
by  item  basis.   Responses  only  in  terms  of  items,  components  or 
commodities  are  no  longer  acceptable.   The  Bureau  of  Supplies  and 
Accounts f  efforts  to  adapt  weapons  system  management  techniques 
within  the  llavy  Supply  System  have  consisted  of  four  major 
objectives : 

To  initiate  necessary  organizational  changes  to 
ensure  that  management  attention  is  focused  upon 
selected  high  priority  programs. 

To  develop  and  maintain  information  necessary  to 
monitor  and  evaluate  progress  in  support  of  selected 
weapons  systems. 

To  develop  end  implement  improved  capability  within 
the  Inventory  Control  Points  to  manage  support  actions 
under  a  weapons  system  management  concept. 

To  improve  support  effectiveness  of  selected  high 
priority  weapons. 2 

That  the  Havy  Supply  System  has  changed  appreciably  3ince 

its  charter  was  issued  in  194-7 >  an<i  must  continue  to  adapt  its 

organization  and  operational  procedures  through  all  supporting 

1S.  M.  Ball,  Captain  SO  USN,  "Supply  Management  Progress 
Report,"  Newsletter  (Bureau  of  Supplies  and  Accounts),  XXV, 
No.  7  (July,  1962),"  p.  13. 

2E.  A.  Grins tead,  Commander  SO,  USN,  "BuSandA's  Building 
Blocks,"  Newsletter  (Bureau  of  Supplies  and  Accounts),  XXVI, 
No.  8  (August,  1963),  p.  15. 
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echelons,  is  reflected  in  the  changes  being  made  by  the  weapons 
system  concept  of  management,  the  Defense  Supply  Management  of 
oommon  items,  and  the  current  Navy  reorganization.   In  a  recent 
message  to  all  officers  of  the  Supply  Corps,  chief  supply  clerks 
and  supply  clerks,  the  Chief,  Bureau  of  Supplies  and  Accounts 
remarked: 

For  more  than  a  century  and  a  half  the  Supply 
Oorps  has  enacted  a  vital,  aggressive  role  in 
charting  the  Navy's  course  toward  progress  and  power. 
The  Oorps •  pioneers  and  trail-blazers  have  contributed 
more  than  their  share  of  the  changes  and  innovations 
that  have  strengthened  our  naval  establishment  so  that 
it  could  adequately  meet  the  challenge  of  modern  times 
on  land,  at  sea,  in  the  air  and  space. 

If  you  look  back  at  the  Supply  Oorps,  you  will 
find  that  its  members  have  always  been  quick  to  react 
and  adapt  themselves  to  changes  to  serve  the  Fleet 
better.   In  fact,  I  would  say  that  the  most  dominant 
tradition  of  the  Oorps  has  been  its  readiness  to  break 
with  tradition  in  the  interest  of  the  Navy. 

Today  we  are  facing  more  changes  in  the  ITavy,  and 
many  of  them  are  badly  needed  if  the  Oorps  is  to  serve 
the  Fleet  with  even  greater  force  and  efficacy.  .  .  . 
the  Supply  Oorps  and  the  Bureau,  after  the  reorganization, 
will  be  in  a  better  posture  for  effective  service  to 
the  Havy.l 


3.RADM  John  Crumpacker,  SO  'J3H,  "Message  from  the  Ohief ,  " 
Newsletter  (Bureau  of  Supplies  and  Accounts),  XXVI,  No.  7 


(July,  19&3),  p.  4. 


CHAPTER  IV 
THE  PLANNING  FUNCTION  IN  THE  BUREAU  OF  SUPPLIES  AND  ACCOUNTS 

The  Bureau  of  Supplies  and  Accounts  should  he  the 
primary  technical  bureau  of  the  Naval  service  and  of 
the  Naval  Support  Establishment  with  material 
management  in  its  broadest  sense,  including  but  not 
limited  to  provisioning,  inventory  management,  supply 
management,  and  disposal. 

In  its  strengthened  position,  the  Bureau  of 
Supplies  and  Accounts  would  be  the  material  management 
agency  for  the  Naval  Support  Establishment.1 

These  words  contained  in  the  report  on  Review  of 
Management  of  the  Department  of  the  Navy,  which  was  approved  by 
the  Secretary  of  the  Navy  February  9»  1963,  vividly  express  the 
direction  future  management  planning  in  the  Bureau  of  Supplies 
and  Accounts  must  take. 

RADM  John  Crumpacker,  Chief,  Bureau  of  Supplies  and 

Accounts,  in  emphasizing  the  long-range  objectives  of  the  Navy 

Supply  System,  effective  material  support  of  the  Fleet,  recently 

pointed  out  the  direction  the  Navy  Supply  System  was  moving: 

Today  as  we  develop  missiles  and  anti-missiles  we 
need  a  supply  system  that  runs  along  parallel.   We 
have  one,  too,  that  does  just  that.   Taking  full 
advantage  of  the  latest  and  the  best  in  electronic 
brains,  we  are  ready  to  move  with  all  that  is  new  in 
weapons  systems. 

^U.  3.  Department  of  the  Navy,  Review  of  Management  of  the 
Department  of  the  Navy.  (NAVEXOS  p-2426A,  15  December  1962), 
pp.  147-U8. 
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The  most  striking  characteristics  of  the  Navy 
Supply  System  of  tomorrow  will  be  its  ability  to 
respond  instantly  to  fleet  demands  in  the  same  way 
that  the  military  tactician  determines  the  course  of 
his  missile  while  it  streaks  to  its  target.   Just  as 
computers  in  missile  guidance  systems  digest  and 
transmit  corrective  information  during  flight,  a  Navy 
supply  expert  will  be  able  to  trigger  management 
decisions  whenever  an  item  is  requisitioned— before 
the  transaction  is  completed. 1 

Time  is  the  thread  which  runs  through  the  above  remarks 
by  RAiM  Orumpacker.   Just  as  time  is  a  key  element  in  the 
effectiveness  of  a  missile  streaking  toward  its  target,  so  is  time 
an  important  factor  in  meeting  the  Fleet  demands  for  material 
support. 

Provided  the  items  demanded  by  the  Fleet  are  Immediately 
available,  waiting  time  for  the  particular  item  is  negligible. 
However,  immediate  availability  of  all  items  cannot  be  assured 
due  to  limited  storage  space,  procurement  lead-time  problems, 
transportation  failures  and  monetary  limitations.   Thus,  the  time 
waiting  for  receipt  of  needed  items  reflects  on  the  readiness  of 
the  requiring  unit  to  perform  its  mission. 

It  has  been  estimated  that  approximately  fifty  per  cent 
of  the  material  requirements  originating  in  the  weapons  systems- 
ships,  weapons  and  aircraft— are  satisfied  from  stocks  Immediately 
available  to  the  requiring  unit.   Determination  and  evaluation  of 
the  alternatives  available  for  the  most  effective  support  of  the 

^•RADM  J.  Orumpacker  30  USN,  "On  Tradition  and  Progress," 
A  speech  delivered  to  the  1961  graduating  class  at  ISOS  Athens, 
October,  1961. 
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remaining  fifty  per  cent  of  weapons  system  needs  should  "be  a 

major  contribution  of  future  planning  effort. 

The  rapidly  advancing  technology  in  weapons  systems 
combined  with  the  mass  destruction  potential  of  the  weapons 
themselves  makes  planning,  based  on  the  techniques  used  during 
the  last  two  major  conflicts— World  War  II  and  Korea— suspect. 
The  sudden  and  explosive  force  which  the  next  major  conflict  can 
unleash  may  cause  the  services  to  enter  the  crucial  actions  with 
only  the  supplies  and  inventories  on  hand.   Ho  build-up  time  may 
be  available  as  there  has  been  during  previous  major  conflicts.^ 

This  sudden  turn  of  events  has  marked  the  outbreak  of 

"cold  war"  conflicts — Lebanon,  Oongo,  Ouba,  Vietnam,  Laos  and 

Thailand.   The  change  occurring  in  the  military  support  patterns 

is  reflected  in  the  following  statement  to  the  Congress  by  Kr« 

MoUamara : 

Readiness  and  mobility  can  greatly  reduce  requirements 
for  general  purpose  forces.   This  Is  simply  the  principle 
of  getting  there  first  with  the  most,  getting  there  before 
the  situation  deteriorates  and  greater  forces  are  required 
to  cover  lost  ground. ^ 

^-B.  K.  Scofield  30  USN,  "Considerations  in  Planning  for 
the  Future,"  Newsletter  (Bureau  of  Supplies  and  Accounts),  XXVI, 
Wo.  12  (December,  1963),  p.  13. 

2Durant ,  op.  clt. 

3lbid. 
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Swing  W.  Reilley,  partner,  AoKlnsey   and  Oo.,  has  written 
that  the  success  that  a  company  will  attain  is  dependent  upon  the 
way  that  it  goes  about  planning  its  business  strategy.   Mr. 
Reilley  bases  his  business  strategy  on: 

A  searching  look  within  to  identify  the  strengths 
of  the  business  that  can  be  capitalized  on  and  the 
limitations  that  must  either  be  overcome  or  recognized 
in  realistic  planning. 

A  broad  look  around  to  be  sure  that  planning  takes 
cognizance  of  the  external  factors  affecting  business 
suocess  and  adequately  balances  the  company's 
obligations  to  customers,  employees,  owners,  suppliers, 
and  the  community. 

And  finally,  while  far-sighted  planning  has  always 
paid  off,  today  the  increasingly  long-term  nature  of 
business  commitments  also  makes  a  long  look  ahead 
almost  a  necessity.-*- 

The  basic  approach  to  the  development  of  a  business 

strategy  has  application  in  a  military  as  well  as  a  business 

situation.   Therefore,  the  two  major  points  stressed  by  Mr. 

Reilley— a  searching  look  within  and  a  broad  look  around—  will 

highlight  the  research  concerning  planning  in  the  Bureau  of 

Supplies  and  Accounts  in  the  remainder  of  this  chapter.   The  third 

major  point— a  long  look  ahead— will  be  discussed  in  Chapter  V. 

A  Searching  Look  Within 

An  Assistant  Ohief  for  Planning  is  provided  for  in  the 
Organization  Manual  of  the  Bureau  of  Supplies  and  Accounts.  The 

*S«  ¥.  Reilley,  "Planning  the  Strategy  of  the  Business," 
Readings  in  Management,  ed.  Max  D.  Richards  and  William  A. 
Nlelander  (Cincinnati,  Ohio:  South -Wes tern  Publishing  Co.,  1958), 
p.  298. 
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cognizant  mission  statement  reads: 

Responsible  for  the  coordination  and  review  of 
BUSANDA  plans  to  insure  compliance  with  plans  of 
higher  authority  and  with  BUSANDA's  mission;  for  the 
interpretation  of  plans,  directives  and  guidance 
received  from  higher  authority;  for  coordinating  the 
development  and  evaluation  of  results  in  logistic 
planning,  mobilization  planning  and  related  assigned 
planning  programs  within  BUSANDA  and  its  field 
activities;  for  developing  and  coordinating  plans  for 
the  establishment,  disestablishment,  or  relocation  of 
supply  activities;  recommends  division  of  BUSANDA 
planning  responsibility  among  Assistant  Chiefs  and 
Staff  Directors.1 

The  key  words— coordination,  review,  interpretation— found 

in  the  mission  statement  of  the  Assistant  Ohief  for  Planning  are 

defined  in  Webster's  Dictionary  as : 

Coordinate— to  place  in  the  same  order,  class, 
harmonize,  etc.  .  .  . 

Review— to  oonsider  over  again;  re-examine;  look 
back;  revise;  examine  critically  .  .  . 

Interpretation— the  act  of  interpreting; 
explanation. ^ 

Except  for  the  establishment,  disestablishment,  or 

relocation  of  supply  activities,  the  responsibility  for  the 

planning  effort  within  the  Bureau  of  Supplies  and  Accounts  does 

not  fall  within  the  present  mission  of  the  senior  planning  officer. 

lu.  S.  Navy  Department,  Bureau  of  Supplies  and  Accounts 
Or F.anlz at io n  Hanual t  NAVSAEDA  Publication  70  (Rev.  February,  1963), 
p.  OL-1. 

^Webster's  New  School  and  Office  Dictionary  (Cleveland 
and  New  York:  The  World  Publishing  Company,  I960). 
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A  significant  planning  function  pertaining  to  the  future 

of   le  Bureau  of  Supplies  and  Aocounts  and  the  Navy  Supply 

System  is  found  in  the  functional  responsibilities  of  the 

"Special  Studies  and  Coordination  Assistants"  to  the  Assistant 

Chief  for  Planning: 

Initiates  and  conducts  broad-based  planning  involving 
the  study  and  analysis  of  significant  trends,  develop- 
ments, and  proposals  that  may  affect  BUSANDA  and  the 
Navy  Supply  System.1 

To  find  the  major  centers  of  management  planning  in  the 

Bureau  of  Supplies  and  Accounts,  the  mission  statements  of  the 

Assistant  Chiefs  and  Staff  Directors  having  line  responsibilities 

must  be  perused.  Pertinent  portions  of  these  mission  statements 

are : 

Assistant  Chief  for  Transportation  and  Facilities  (OH) 
Responsible  for  the  planning,  direction  and 
implementation  necessary  to  carry  out  BUSANDA's 
responsibilities  for  the  movement  of  Navy  property  and 
personal  property  of  military  and  oivilian  personnel 
of  the  Navy;  for  the  management  control  and/or  technical 
direction  of  BUSA.UDA  managed  or  financed  stock  points; 
for  administration  of  the  centralized  Navy  Storage  Plan 
and  for  specific  materials  handling  equipment  phases  of 
the  Department  of  Defense  standardization  program. 2 

Assistant  Chief  for  Supply  Management  (OS) 
Responsible  for  the  formulation,  establishment,  and 
Implementation  of  policy,  and  the  direction,  planning, 
and  coordination  of  BUSANDA's  Navy  and  Interservice 
supply  management  responsibilities  for  inventory 
management.^ 

1Ibld..  p.  OL-3. 
2 Ibid.,  p.  OH-1. 
3 Ibid.,  p.  OS-1. 
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Director  of  .Management  Bngineering  (OH) 
Responsible  for  the  development  of  plans,  policies, 
objtou Lives  and  criteria  to  ensure  effective  management 
engineering  and  management  services  capacity  for 

3USA2JDA.1 

Director  of  Industrial  Relations  (QY) 
Responsible  for  the  formulation  of  policies  and 
objectives,  the  planning  and  evaluation  of  the  industrial 
relations  program  for  the  Bureau  of  Supplies  and  Aocounts.2 

It  is  evident  from  the  above  mission  statements  that 
the  Chief,  Bureau  of  Supplies  and  Accounts  has  decentralized  the 
policy  and  planning  effort  to  the  functional  organizations.   It 
was  this  decentralized  type  of  organization,  at  the  Office  of 
Ohief  of  Naval  Operations  level,  that  led  the  Advisory  Committee 
on  the  Review  of  the  Management  of  the  Department  of  the  Navy  to 
recommend  the  establishment  of  a  central  programs  office  under  a 
senior  vice  admiral  to  have  the  authority  to  direct  and  coordinate 
the  overall  planning  and  programming  effort  in  the  Navy. 

This  decentralization  of  the  planning  effort  in  the 
Bureau  of  Supplies  has  led  to  the  introduction  of  stop-gap 
measures  to  keep  top-management  informed  of  the  direction  of 
effort  and  to  facilitate  the  decision-making  process.   Several 
tools  currently  in  use  are: 

1.   Judgment  Day— a  specified  day  for  top-management 
review  of  the  effectiveness  and  efficiency  of  administration  of 
the  Navy  Supply  System.   Management  by  exception  techniques  are 

«— — *^M—II        ■  ■■■—  —  m      ■——■■!        IIKIiMIW-pwm,!      HI.  mill   IUMI  1^— WW— *  IH  III    ii      I     IW— WWPMWMIM.  I   ■  ■■— IWM—tei— — W  l«fcn  »i  — « Mill   l  —  l.  ■  «■■■■■  mill i II  I   Hill.  ■■■■■■ 

1Ibid..    p.    OM-1. 
2Ibid..    p.    OT-1. 
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used  to  review  the  various  programs  currently  in  effect.   The 
Judgment  Day  review  board  meets  four  times  a  year.1 

2.   Executive  Board— a  select  group  of  Bureau  of  Supplies 
and  Accounts  officers  that  meet  weekly  at  the  call  of  the  Ohief 
or  Deputy  Ohief,  Bureau  of  Supplies  and  Accounts  to: 

Review  and  evaluate  matters  of  significant  Bureau 
concern  and  recommend  to  the  Ohief,  BUSANDA,  alternative 
courses  of  action  and/or  appropriate  policy  in  the 
premises. 

Formulate  and  recommend  to  the  Ohief,  BUSAUDA,  the 
Bureau  position  on  significant  matters  requiring 
urgent  and  decisive  Bureau  response  to  higher  authority. 

i'he  above  "Board  of  Directors"  approach  to  facilitate 
the  decision-making  process  in  the  Bureau  of  Supplies  and  Accounts 
can  only  be  as  good  as  the  alternatives  presented  to  the  groups 
for  review. 

In  the  current  atmosphere  of  unrelenting  economy  drives 
by  the  lisecutive  Branch  of  the  Government  and  Congress,  together 
with  the  increasing  concern  of  the  line  commander  over  the 
effective  logistic  support  of  the  major  weapon  systems,  an 
information  system  must  be  maintained  to  measure  performance  and 
to  give  top-management  sufficient  information  to  decide  between 
alternatives  in  any  planning  situation. 

^U.  S.  Navy  Department,  "Judgment  Day  Review,  Procedures 
for,"  BUSAUDA  ORDER  3-28  of  18  September  1961. 

2tf.  S.  Navy  Department,  "3CJ3ANDA  Executive  Board," 
BU3A2TDA  0RD.2R  1-12  of  16  October  1963. 
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The  recent  Report  of  Management  of  the  Department  of  the 

Navy,  in  discussing  Information  systems  for  top-management,  says: 

Adequate  information  is  essential  to  the  executive. 
On  it  he  bases  his  decisions;  through  it  he  communicates 
these  decisions  to  others.   Thus,  it  Is  through 
information  channels  that  the  executive  establishes  and 
maintains  control  over  his  organization.   Information 
ties  the  various  management  processes  and  operating 
functions  into  a  meaningful  whole. * 

How  adequate  is  the  informational  system  employed  by  the 
Bureau  of  Supplies  and  Accounts  for  determining  operational 
effectiveness?  The  present  system  of  measuring  performance 
against  the  Navy  Supply  System  objective  (fleet  support)  cannot 
give  the  proper  answers.   Currently  two  questionable  measures  are 
used;  stock  issue  time,  and  system  availability  by  commodity. 
The  latter  measure  is  misleading  because  it  is  simply  the  demands 
filled  off  the  shelf  by  the  sum  of  all  system  issue  points. 
Neither  of  these  tells  anything  about  the  system  contribution  to 
fleet  effectiveness  in  performing  the  ultimate  mission  which  is 
the  destruction  of  a  target  with  a  weapon. 

A  recent  effort  to  coordinate  the  management  planning  and 
resource  control  efforts  in  the  Bureau  of  Supplies  and  Accounts 
resulted  in  the  establishment  of  a  Management  Information 
Reporting  System.  Under  this  system: 

^U.  S.  Department  of  the  ilavy,  Review  of  .ianagement  of  the 
Department  of  the  Navy.  IIAVSXOS  P-2426A  of  9  February  1963,  p.  67. 
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The  Assistant  Chief  for  Planning  will  provide 
overall  direction  and  coordination  of  the  information 
reporting  system  and  will  perform  the  following 
functions : 

a.  Prescribe  subject  matter,  scheduling,  and 
reporting  format, 

b.  Maintain  control  of  reports  to  insure  that 
major  projects,  programs,  and  functions  are  included. 

c.  Conduct  a  continuing  review  and  analysis  of 
existing  programs,  functions,  and  plans  of  the  Navy 
Supply  System  to  determine  the  degree  of  conformance 

to  approved  standards  of  performance  and  stated  policy. 

d.  Advise  the  Chief  and  Deputy  Chief  as  to  the 
adequacy  of  plans  in  relation  to  major  Bureau  programs 
and  goals  as  well  as  to  the  progress  being  made  towards 
these  goals. 1 

The  current  unstable  conditions  resulting  from  the  Navy 
reorganization  and  the  retirement  from  the  naval  service  of 
several  officers  closely  associated  with  the  Implementation  of 
the  aforementioned  system  will  have  an  effect  on  the  time  it  will 
take  to  make  the  information  system  responsive  to  top-management 
needs • 

A  close  look  at  some  of  the  programs  that  occupy  the  major 
management  planning  effort  of  the  top-management  officials  in 
the  Bureau  of  Supplies  and  Accounts  will  reveal  the  nature  of  the 
current  planning  effort: 

Uniform  Automatic  Data  Processing  System  for  Stock 
Points  (OS) 

The  Navy  stock  point,  which  is  the  final  and  vital  link 
between  the  producer  and  consumer,  is  the  initial  category  of 

U.  S.  Uavy  Department,  "BuSandA  Management  Information 
Reporting  System,"  BUSANDA  ORDER  3-5  of  15  February  1963. 


48 
activities  to  enjoy  the  benefits  of  a  fully  automated  issue  and 
stock  control  function.   The  objectives  of  the  program  were  to 
provide  the  major  stock  points  with  the  capability  to  accomplish 
their  mission  more  economically  and  faster,  and  to  have  a  better 
capability  to  process  the  Department  of  Defense  single  line  item 
requisition  document,  which  was  oriented  for  use  with  computers. 
It  was  also  an  objective  of  the  program  to  provide  a  data 
processing  system  that  could  be  rapidly  expanded  or  contracted 
to  the  needs  of  mobilization  or  a  changing  peacetime  requirement. 
Principal  features  of  the  stock  point  Uniform  Automatic  Data 
Processing  System  were;  automatic  on-line  processing  of 
requisition  and  receipt  documents,  remote  input/output 
capabilities  to  provide  status  information  on  stock  availability 
and  requisitions  in  process,  and  updating  all  records  affecting 
the  transaction  at  the  time  of  input  into  the  system.   Even  more 
significant,  however,  was  that  the  system  was  uniform  for  all 
stock  points.   The  first  installation  was  at  the  Navy  Supply  Depot 
in  Newport,  Rhode  Island  in  March  of  1963*   Since  that  time 
additional  systems  have  been  installed  at  the  Navy  Supply 
Centers,  Norfolk,  Virginia;  San  Diego,  California;  and  Pearl 
Harbor,  Hawaii.   Other  systems  are  scheduled  for  installation  in 
1964. X 

1Oommander  A,  S.  Maurstad,  SO  USN,  "Real-Time 
Requisitioning  for  the  Navy  Supply  System, "  (unpublished  term 
paper  in  Management  Oommuni cat ions,  U.  S.  Navy  Postgraduate 
Financial  Management  Oourse,  The  George  Washington  University, 
1964),  pp.  9-11. 
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Uniform  Automatic  Data  Processing;  System  for  Inventory 
Control  Points  (03) 

Ihe  planning  phase  of  an  automated  inventory  management 
system,  using  high  speed  electronic  computers  with  rapid  mass 
access  storage  devices,  is  underway.   foThen  this  system  is 
completed  it  will  be  compatible  with  the  automated  stock  point 
system  and  will  permit  a  significant  reduction  in  the  delay 
incident  to  redistribution  of  material  from  within  the  system  to 
meet  a  requirement  at  any  outlet. 1 

The  goals  attainable  through  the  capability  to  be  built 
into  this  automated  inventory  control  system  are: 

Daily  automated  determination  of  stock  replenishment 
requirments . 

Automatic  processing  of  requisitions  and  purchase 
requirements . 

Daily  reconciliation  of  stock  point  and  IOP 
records. 

Immediate  and  remote  access  to  stock  and  technical 
records. 

Expanded  knowledge  of  critical  and  high-cost 
assets. 

Automated  provisioning. 

Real  time  availability  of  stock  and  technical  data 
among  IOP's. 

Computation  of  requirements  and  budgets  by  program. 

Storage  and  retrieval  of  demand  or  usage  data 
identified  to  equipments  and  programs.  2 

Allocation  of  resources  hy   programs  and  priority. 

10aptain  S.  M.  Ball,  SO  USN,  "Uniform  Automated  Data 
Processing  System-Status,"  A  speech  delivered  to  the  1963  Navy 
Supply  Conference,  6-8  May  1963 . 

2Ibid. 
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Defense  Supply  Agency  -  Navy  Liaison  (OS) 

The  transfer  of  item  control  of  many  lavy  interest  items 
from  the  itfavy  Supply  System  to  the  Defense  Supply  System  requires 
increased  management  effort  in  monitoring  the  effectiveness  of 
the  support  function  rendered  by  the  Defense  Supply  Agency. 

Weapons  System  Program  Management  (03) 

The  capability  must  be  developed  to  respond  at  any  time 
to  a  demand  to  identify  and/or  manage  any  group  of  items  for 
specified  weapons  systems,  weapons  or  segments  of  weapons.  A 
major  problem  to  be  resolved  is  how  to  accommodate  the  information 
and  material  requirements  of  the  increasing  number  of  weapons 
system  managers  when  all  of  the  items  needed  do  not  come  under 
Navy  management. 

■Elimination  of  Dormant  Stocks  from  the  Navy  Stock  Fund 
Inventory  (OS) 

The  existence  of  3ome  300,000  technical  items  in  the  Navy 
Supply  System  that  show  no  stock  turn  results  in  a  weakening  of 
the  Bureau  of  Supplies  and  Accounts  funding  ability  to  maintain 
adequate  inventory  levels  in  support  of  the  operating  forces. 
This  condition  is  a  direct  result  of  application  of  the 
budge teer's  axe  to  the  requests  for  Navy  Stock  Fund  replenishment. 

^-Captain  S.  K«  Ball,  SO  USN,  "Supply  Management  Progress 
Report, "  Newsletter,  XXV  No.  7,  p.  19. 
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A  system  of  migration,  wherein  many  of  the  dormant  items  will 

revert  to  the  funding  responsibility  of  a  technical  bureau,  has 

1 
been  worked  out  and  is  in  the  process  of  being  implemented. 

Automated  Materials  Handling  System  (OH) 

The  high  labor  costs  incident  to  handling  material 

necessitates  thorough  study  of  the  area  in  order  to  maintain 

handling  and  rehandling  at  the  very  minimum.   Material  movement 

both  in  and  out  of  the  storage  areas,  using  computers  to  program 

the  work  and  regulate  the  material  flow,  has  been  successfully 

automated  at  the  Haval  Supply  Centers,  Bayonne,  Norfolk,  and 

Oakland. 

Integrated  Material  iiovement  System  (OH) 

This  system  envisions  the  use  of  a  unit  load  encased  in 

an  impervious  skin  that  may  be  mechanically  handled  without  the 

need  of  a  pallet  as  an  integral  part  of  the  load.   The  objectives 

of  this  system  are  to : 

1.  Permit  optimum  use  of  national  transport 
capability  and  interchangeability  among  all  modes  of 
transport. 

2.  Increase  speed  and  flexibility  of  supply 
movement  through  the  use  of  unitized  loads. 

3.  Reduce  costs  in  manpower  and  dollars  through 
less  handling. 

4.  Increase  dispersal  capability  by  decreasing 
dependence  on  fixed  installations  for  storage,  handling 
and  cargo  interchange. 

^■B.  A.  Steib,  "Speculations,"  A  presentation  made  to  the 
1963  ilavy  Supply  Conference,  6-8  May  1963. 

p 

Captain  3.  K.  Anderson,  30  U3N,  "Materials  Handling  and 
Transportation-Future  Implications,"  A  presentation  to  the  1963 
Navy  Supply  Conference,  6-8  May  1963. 
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One  far-reaching  idea  using  the  impervious  covering  idea 
is  that  of  establishing  "off-shore"  depots.   One  can  envision 
material  positioned  on  the  ocean  floor  in  far-distant  waters  for 
pick-up  by  requiring  ships  without  return  to  port. 

Manpower  Utilization  Through  Methods  an^lneerln^:  (OH) 
The  Bureau  of  Supplies  and  Accounts  Methods  Engineering 
Program  uses  work  measurement  techniques  on  clerical  as  well  as 
supply  type  operations  to  aid  management  in  allocating  funds  and 
personnel  ceilings  to  activities  and  in  reviewing  activity 
performance  on  a  gross  basis.   The  basic  objectives  of  the  Methods 
Engineering  Program  are : 

To  develop  more  effective  methods  and 
procedures. 

To  engineer  performance  standards. 

10  install  a  reporting  and  control  system 
(manpower  utilization). 

To  provide  adequate  staffs  of  trained  analysts. 

A  Broad  Look  Around 

These  activities  include  procurement,  warehousing, 
distribution,  cataloging  and  other  supply  activities; 
surplus  disposal,  financial  management,  budgeting, 
disbursing,  accounting,  and  so  forth;  medical  and 
hospital  services,  transportation-land,  sea  and  air- 
intelligence,  legal,  public  relations,  recruiting, 
military  police,  training,  liaison  activities  and  so 
forth,  and  use  an  estimated  two-thirds  of  the  military 
budget. 

^-Captain  G.  J.  Phillips,  SO  USI,  "Manpower  Utilization 
Through  Methods  Engineering,"  Newsletter,  XXVI,  No.  6  (June,  1963), 
p.  16. 
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fhe  amendment  .  .  •  provides  for  maximum 
flexibility  so  that  the  Secretary  of  Defense  is 
empowered  to  provide,  after  thorough  study,  the  best 
possible  type  of  operations  for  supply  and  service 
functions  depending  upon  their  nature. ! 

With  these  words  House  Majority  Leader,  John  W»  McOormaok 
introduced  an  amendment  to  the  1958  Defense  Reorganization  Act 
which  gave  the  Secretary  of  Defense  the  full  and  specific 
authority  to  transfer,  reassign  and  abolish  functions  within  the 
military  departments  to  eliminate  duplication.2 

Subsequently,  the  Secretary  of  Defense  established  the 
Defense  Supply  Agency  to  manage,  procure  and  distribute  common 
supplies  and  related  services.  By  exercising  his  authority  under 
the  1958  amendment,  the  Secretary  of  Defense  made  his  first 
positive  move  toward  settlement  of  the  question  of  a  common  supply 
agency  for  all  the  military  services  which  had  been  debated  for 
over  forty  years.  It  was  during  World  War  I  that  a  suggestion 
was  first  made  to  Bernard  Baruoh,  Chairman  of  the  War  Industries 
Board,  that  one  agenoy  purchase  all  military  supplies. ' 

She  extent  to  which  the  individual  military  departments 
separate  functions  are  susceptible  to  possible  consolidation  is 
indioated  in  a  report  of  the  Special  Committee  on  Defense  Agencies 

^-O.  tf»  Borkland,  "The  Oase  for  Reorganization,"  Armed 
Forces  Management.  March,  1961,  p.  21. 

2Ibld. 

3HDefense  Supply  Agency  to  Out  Delays,    dost,"  Armed  Poroes 
MyMTiffHH'flfi    November,   1961,   p.   118. 
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of  the  Committee  on  Armed  Forces,  which  held  hearings  several 

years  ago  on  the  Defense  Supply  Agency: 

There  is  practically  no  activity  of  the  Military 
Departments  that  could  not  be  considered  "a  service 
activity  common  to  more  than  one  iillitary  Department" 
and  thus  placed  under  an  agency  completely  independent 
of  the  Military  Departments.1 

Although  the  initial  consolidation  efforts  of  the  Defense 
Supply  Agency  have  been  restricted  to  those  items  common  to  two 
or  more  services,  the  aforementioned  interpretation  of  the 
authority  of  the  Secretary  of  Defense  leaves  the  extent  to  which 
a  Defense  Supply  System  will  supplement  or  replace  the  Navy  Supply 
System  open  to  question. 

Assistant  Secretary  of  Defense  (Installations  and 

Logistics),  Thomas  D.  tfbrris,  in  speaking  to  the  1962  Navy  Supply 

Conference  on  the  subject  of  "The  Defense  Supply  System  of  the 

Future, "  said: 

...  I  know  of  no  one  who  has  thought  that  question 
through  and  I  am  not  wise  enough  to  predict  the  future. 
I  think  it  is  quite  timely,  however,  for  each  of  us  to 
ask  this  question  because  if  we  oan  be  sure  of  anything, 
it  is  that  significant  changes  are  in  store  within  the 
next  five  years.  We  can  either  be  pulled  along  by  the 
technological  revolution  which  is  exploding  around  us  — 
or  we  can  anticipate  impending  events  and  better  shape 
our  response  to  them. 

In  conclusion,  gentlemen,  I  cannot  tell  you  much 
about  supply  systems  of  the  future  except  that  there 
will  be  significant  changes  whether  we  plan  them  or  not. 

10aptain  if.  B.  Durant,  SO  USN,  "Demands  on  the  Future 
Supply  System,  A  speech  delivered  to  the  1963  Navy  Supply 
Conference,  6-8  May  1963 . 
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I  urge  that  we  devote  our  best  talents  In  four 
directions : 

(1)  Better  measurement  of  material  readiness. 

(2)  Conservation  of  resources  to  invest  In 
improved  readiness— perhaps  by  $4  billion  annually. 

(3)  Better  linkage  of  technical  supply  and 
maintenance. 

(4)  Greater  resources  applied  to  research  and 
advanced  management  training. 1 

ifhile  the  Secretary  did  not  outline  specific  areas  for 
future  consolidation,  the  door  was  left  wide  open.   The  most 
significant  aspect  of  his  remarks  appears  to  be  the  emphasis  on 
"togetherness."  The  effect  of  this  approach  leads  directly  to 
joint  participation  to  solve  the  problems  of  material  management-- 
the  task  force  approach.  While  the  individual  services 
participate  with  the  Office  of  the  Secretary  of  Defense  officials 
in  problem  solving  of  this  nature,  the  results  are  Department  of 
Defense  oriented. 

Representative  programs  are— Cost  Reduction,  Improved 
Readiness,  Sharing  of  Weapons  Systems,  and  Responsive  Automated 
Material  Management  System. 

Behind  the  Department  of  Defense  Cost  Reduction  Program 
is  the  urging  of  the  Secretary  of  Defense  for  an  annual  rate  of 
savings  approximating  three  billion  dollars  during  the  next  few 
years  through  management  improvements.   The  basis  on  which  the 
contemplated  savings  are  to  be  achieved  is : 

1T.  D.  Morris.  ASTSEC3)BP(INSI»0G)f  "The  Defense  Supply 
System  of  the  Future,   A  speech  made  to  the  1962  .Mavy  Supply 
Conference. 
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Buy  only  what  we  need. 
Buy  at  the  lowest  sound  price. 
Do  everything  reasonable  and  practicable  to 
reduce  operating  costs. ^ 

Improved  readiness,  but  not  without  consideration  of  the 

financial  outlay,  has  been  stressed  during  the  period  that  Mr. 

McNamara  has  been  Secretary  of  Defense.  Ha^or  military  decisions- 

the  TFX  fighter  aircraft,  the  RS  70  bomber,  the  nuclear  carriers— 

were  largely  influenced  by  their  cost  as  related  to  the  military 

effectiveness  of  the  weapon.  The  division  of  the  military  effort 

of  the  services  into  seven  broad  categories  and  the  efforts  of 

the  Office  of  the  Department  of  Defense  to  relate  the  expenditure 

of  dollars  to  these  seven  programs  is  representative  of  the  top- 

p 
management  interest  in  improved  readiness. 

The  present  policy  of  the  Secretary  of  Defense  to  share 

weapons  systems  may  have  far-reaching  effects  on  the  Individual 

services : 

.  .  .  Secretary  McNamara  considers  the  reduction 
of  different  models  and  the  sharing  of  weapon  systems 
is  basic  approaches  to  defense  economy. 5 

— ■ ■— »i  i        i  mm  ii      in  i ii   n     i  i        in    i   i   i i  n  i       i  i 

*fc«  E.  Jones,  "Defense  Tightens  its  iloney  Belt," 
Navy  Management  Review ,   VIII  (March,  1963),  p.  4. 

2H.  H.  Hunt,  Captain  30,  USE,  "Financial  Considerations," 
A  speech  delivered  to  the  1963  Navy  Supply  Conference, 
6-8  May  1963. 

3&ADM  3.  Sherwood,  30,  USN,  "Speculations,"  A  speech 
delivered  to  the  1963  Navy  Supply  Conference,  6-8  May  1963. 
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Currently  the  Air  Foroe  and  Navy  will  use  the  F4H— the 
McDonnell  Phantom.  Supply  management  responsibilities  for  all 
spare  parts  and  component  parts  peculiar  to  the  ?4H  have  been 
assigned  to  the  Air  Force.   Ihls  decision  was  arrived  at  based 
on  the  premise  that  the  Air  Force  would  be  predominant,  by  virtue 
of  the  number  of  aircraft  in  the  planned  production  run.   In 
addition,  the  IFX  is  also  intended  to  meet  the  requirements  of 
both  the  Air  Force  and  iJavy.   If  the  trend  continues,  and  if 
predominance  prevails,  the  3'avy  Supply  System  may  lose  additional 
supply  management  responsibility  to  the  Air  Force  or  possibly  to 
a  separate  Defense  agency. 

A  recent  Department  of  Defense  report  entitled 
"Responsive  Automated  Material  Management  System— 1968"  defines 
concepts,  methods  and  priorities  for  automating  material  management 
during  the  1963-1968  time  period.   The  basic  objective  of  the 
Responsive  Automated  Material  Management  System  is  to  provide 

for  a  single  manager  from  provisioning  to  disposal  for  each  and 

p 
every  item  in  the  service  inventories. 

Running  through  the  aforementioned  Department  of  Defense 

programs  is  the  thread  of  change,  which  Mr.  Morris  has  pointed  out, 

will  be  present  whether  the  services  plan  for  it  or  not. 

1Ibid. 
2Ibid. 


CHAPTER  V 

A  LONG  LOOK  AHEAD 

This  Instruction  assigns  Department-wide 
responsibility  for  the  development  and  promulgation 
of  policies  and  methods  governing  the  supply 
management  of  Naval  materials  including  development 
and  direction  of  the  Navy  Supply  System,  to  the 
Chief,  Bureau  of  Supplies  and  Accounts.   This 
Instruction  also  assigns  to  the  Chief,  Bureau  of 
Supplies  and  Accounts  responsibility  for  providing, 
as  required  staff  assistance  to  the  Assistant 
Secretary  of  the  Navy  (Installations  and  Logistics) 
in  matters  related  to  supply,  distribution  and 
disposal  of  material. 1 

The  Chief  of  Naval  Material,  in  delegating  his 

responsibilities  for  the  supply  management  of  naval  material^  to 

the  Chief,  Bureau  of  Supplies  and  Accounts  has  placed  the 

responsibility  of  molding  a  responsive  ?Tavy  Supply  System  squarely 

on  the  shoulders  of  the  Navy's  top  Supply  Corps  officer.   The  need 

for  such  a  definitive  assignment  of  responsibility  has  been 

building  gradually  since  Secretary  of  the  Navy  James  Forres tal 

formalized  the  Navy  Supply  System  in  194-7. 

lU.  S.  Department  of  the  Navy,  Office  of  Naval  Material 
Instruction  5430.10  dated  2  December  1963,  Subject:  Supply 
Management  of  Naval  Material;  assignment  of  responsibility  for. 

2iJ.  S.  Department  of  the  Navy,  Secretary  of  the  Navy 
Instruction  5430. 28A  dated  26  November  1963,  Subject:  Delegation 
of  Authority  Related  to  Supply,  Distribution  and  Disposal  of 
Navy  and  Marine  Corps  Material. 

58 
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The  Special  Committee  reviewing  the  supply  system  in  1947 
established  fairly  well  defined  functions  which  were  considered 
to  be  included  in  the  Navy  Supply  System.   However,  the  separate 
assignment  of  the  technical  and  the  supply  function  has  resulted 
in  duplication  of  effort,  extended  lines  of  communication  and 
decreased  cooperation  between  the  several  elements  of  the  Navy 
Supply  System. 

The  Navy  bureaus  assigned  technical  responsibilities  for 
particular  items  of  Navy  material  have  tended,  over  the  years,  to 
establish  separate  sub-systems  of  the  Navy  Supply  System.   The 
functions  performed  include— -procurement,  inventory  management, 
storage  and  distribution  of  technical  material.   The  existence 
of  the  supply  functions  under  the  management  control  of  the  Chief, 
Bureau  of  Supplies  and  Accounts,  which  were  Intended  to  complement 
those  technical  responsibilities  retained  by  the  bureaus,  and  the 
parallel  build-up  of  sub-supply  systems  under  the  technical 
bureaus  have  accentuated  the  need  for  a  functioning  coordinatlve 
organization  and  finally  resulted  in  Recommendation  No.  46b  of  the 
reoent  Report  of  Review  of  Management  of  the  Department  of  the 
Navy. 

Since  1947,  there  have  been  attempts  to  straighten  out 
this  ambiguity  in  assignment  of  responsibilities.   The  Chief  of 
Naval  Material,  a  staff  arm  of  the  Assistant  Secretary  of  the 
Navy  (Installations  and  Logistics),  was  assigned  the 
"responsibility  for  policy  and  methods  for  supply  and  distribution 
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of  Naval  Material  within  the  Navy  Supply  System."  At  the  same 
time,  the  Ohief,  Bureau  of  Supplies  and  Accounts  was  assigned  the 
responsibility  for  administration  of  the  Navy  Supply  System  by 
Navy  regulations.  Ambiguity  continued  under  the  aforementioned 
conditions,  as  no  one  individual  was  solely  responsible  for  the 
coordination  of  all  elements  of  the  Navy  Supply  System.  A  further 
complication  existed  as  there  was  no  established  definition  of 
what  constituted  the  Navy  Supply  System  except  for  the  functions 
described  by  the  Special  Committee  in  1947. 

The  inevitable  result  of  the  aforementioned  condition  was 
the  several  sub-systems  of  the  Navy  Supply  System  built  on  the 
varying  interpretations  of  the  policy  and  methods  promulgated  by 
the  Chief  of  Naval  Material.   The  problems  associated  with  the 
lack  of  coordinative  effort  extend  from  top-management  to  the 
heart  of  the  Wavy— the  weapons  systems.   Inventory  Control  Points, 
under  the  management  control  of  the  Bureau  of  Supplies  and 
Accounts,  have  received  incomplete  and  untimely  planning  data  for 
weapons  system  support  that  must  be  provided  on  drastically 
reduced  time  schedules.   In  addition,  ships  have  left  the 

outfitting  yards  without  a  complete  range  of  required  repair  p^  rt 

p 
due  to  deficiencies  in  contractor  supported  items. 

Itf.  3.  Department  of  the  Navy,  Review  of  Management  of  the 
Department  of  the  Navy.  (NAViXOS  P-2426B-4,  2  November  1962),  p. 34. 

2 Ibid.,  pp.  34-35. 
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Incidental  to  the  recent  Chief  of  Naval  Material 
delegation  of  supply  policy  to  the  Chief,  Bureau  of  Supplies  and 
Accounts  was  the  assignment  of  the  Supply  Policy  Division,  Office 
of  Naval  Material  to  the  Bureau  of  Supplies  and  Accounts,  with 
the  appropriate  personnel  to  provide  continued  policy  review  in 
the  areas  of  cataloging,  provisioning,  inventory  management, 
distribution,  materials  handling,  traffic  control,  transportation, 
packaging,  preservation,  receipt,  storage,  issue  and  disposal  of 
Naval  Material. 

Xhe  Naval  Material  Support  Establishment,  established 
Deoember  2,  1963  as  a  single  producer  organization  within  the 
Navy,  appears  to  constitute  the  organizational  frame  within  which 
the  Chief,  Bureau  of  Supplies  and  Accounts  must  mold  the  future 
Navy  Supply  System.   This  Naval  Material  Support  Establishment 
includes  the  Office  of  Naval  Material,  Bureau  of  Naval  Weapons, 
Bureau  of  Ships,  Bureau  of  Supplies  and  Accounts,  Bureau  of 
lards  and  Docks,  and  all  shore  activities  of  the  Department  of 
the  Navy  which  are  essential  to  performance  of  the  responsibilities 
of  the  Naval  Material  Support  Establishment  and  whioh  are  not 
designated  as  a  part  of  the  Operating  Forces  of  the  Navy,  of  the 
United  States  Marine  Corps,  or  of  other  supporting 
organizations . 

■kl.  S.  Navy  Department,  General  Order  Number  5  dated 
1  July  1963. 
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Ihe  new  Chief  of  Naval  Material,  Vice  Admiral  W.  A. 

Schoech,  in  discussing  his  newly  formed  Naval  Material  Support 

Establishment,  recently  said: 

The  material  bureaus,  each  under  the  command  of 
its  respective  chief,  will  continue  to  operate  largely 
as  they  have  in  the  past,  but  they  in  turn  will  be 
under  the  supervision  and  command  of  the  Chief  of 
Naval  Material*   He,  under  the  Secretary  of  the  Navy, 
will  be  responsive  directly  to  the  Ohief  of  Naval 
Operations  and  the  Commandant  of  the  Marine  Corps  for 
providing  material  support  needs. -*• 

While  the  Navy  reorganization  poses  problems  requiring 
swift  and  positive  action  to  establish  the  Ohief,  Bureau  of 
Supplies  and  Accounts  as  the  Navy's  supply  manager,  the  continuing 
Department  of  Defense  and  Congressional  pressure  for  increased 
item  management  consolidation  is  working  to  drain  off  the  number 
of  support  items  retained  in  the  Navy  Supply  System* 

Approximately  1.3  million  of  the  3*9  million  items  in 
the  military  material  system  a??  of  December  31,  1962  have  been 
coded  to  the  Defense  Supply  Agency  for  management.  Under  the 
coding  system  used  by  the  four  services,  the  following  three 
general  categories  of  items  were  retained  by  the  service  supply 
systems : 

A-l— Those  subject  to  constant  modification  and 
research  and  development. 

A-2— Stable  design,  stocked  items  directly 
related  to  support  of  weapons  (planes,  ships,  missiles). 

A-3— -Major  end  items*2 

■kr.  3.  Navy  Department,  Vice  Admiral  W.  A.  Schoech 
Memorandum  to  Chiefs,  BUWSPS,  BUSHIPS,  BUSANDA  and  BUDOCXS  of 
2  December  1963* 

2U.  S.  Congress,  House,  Subcommittee  on  Defense  Procurement 
to  the  Joint  Economic  Committee,  Report  of  Impact  of  Military 
Supply  and  Service  Activities  on  the  iSconomy.  88th  Cong.,  1st  jess . , 
July,  1963,  pp.  33-3 A. 
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This  system  of  coding  is  presently  coming  under  review 
by  both  the  Defense  Supply  Agency  and  the  General  Accounting 
Office.  Both  offices  are  reviewing  for  items  with  similar 
characteristics  but  coded  differently,  items  falling  within 
category  A.-2  above  which  are  common  between  two  or  more  services. 
The  Defense  Supply  Agency  was  established  to  eliminate 
unnecessary  duplication  among  the  services*  supply  support 
responsibilities  which  is  created  by  the  aforementioned  item 
categories.   Increasing  pressure  will  be  exerted  to  bring  these 
items  under  Defense  Supply  Agency  management. 

The  recently  issued  Department  of  Defense  report  on 
management  of  selected  classes  of  aeronautical  material  goes 
further  than  past  studies  in  recommending  items  for  centralized 
management.   The  central  theme  of  this  new  report  is  that  the 
economic     2ts  of  centralized  management  of  items  is  the 
important  criterion  instead  of  the  commonality  of  items.2 

The  prospect  of  having  to  support  the  continuance  of 
individual  service  inventories  against  those  who  advocate  economy 
foreshadows  increased  pressure  for  a  Defense  Supply  System. 

The  Subcommittee  on  Defense  Procurement  to  the  Joint 
Sconomic  Committee  recently  outlined  a  five  step  program  for 
additional  effort  by   the  Defense  Supply  Agency :3 

^Interview  with  >Iajor  General  P.  0.  Gideon,  U3AP, 
Executive  Director,  Logistics  Services,  the  Defense  Supply  Agency. 

2 Ibid. 

3u.  S«  Congress,  op.  clt.,  pp.  30-36. 


64 

1.  Control  of  items  entering  military  supply  systems- 
transfer  from  the  services  to  the  Defense  Supply  Agency  the 
control  of  item  identification  prior  to  placing  items  in  the 
military  supply  systems.   Currently  the  individual  services 
provide  the  identification  for  assignment  of  stock  numbers.  The 
failure  of  the  services  to  monitor  this  area  for  duplications  was 
reported  to  be  corrupting  the  catalog  system  by  loading  the  supply 
system  with  duplicate  items.  Control  of  item  identification  by 
the  Defense  Supply  Agency  was  advocated. 

2.  Utilization  of  stocks -Project  Plus— full  utilization 
of  the  millions  of  items  in  the  service  inventories  spread  across 
the  many  installations  owned  by  the  military.  Using  automatic 
data  processing  equipment,  up-to-date  inventory  data  in  all  items 
cataloged  in  the  military  systems  would  be  maintained.  Against 
such  inventories  the  material  requirements  of  the  services  would 
be  matched.   This  operation  would  require  some  power  above  those 
who  compete  for  the  material  to  determine  the  allocations. 

3.  Assignment  of  supply  items  to  the  Defense  Supply 
Agency  for  management— the  Defense  Supply  Agency  was  established 
to  eliminate  unnecessary  duplication,  hence  efforts  should  be 
increased  to  identify  further  waste  in  the  common  supply  support 
area. 

4.  Competitive  procurement—increased  competitive 
procurement  will  be  possible  as  additional  items  are  placed  under 
common  management. 
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5.  Research  and  development  and  engineering  capability 
for  the  Defense  Supply  Agency— since  the  responsibility  for  the 
management  of  common-type  items  now  rests  with  the  Defense  Supply 
Agency,  that  activity  needs  adequate  research  and  development  and 
engineering  support  in  order  that  it  may  Identify  and  analyze 
items  of  common  management  potential. 

The  research  and  development  phase  of  weapons  systems, 
as  well  as  individual  item  design  and  application,  have  remained 
with  the  services  to  this  date.  Provided  this  research  and 
development  function  should  come  under  the  increased  control  by 
the  Office  of  Secretary  of  Defense,  joining  those  functional 
agencies—the  Defense  Supply  Agency,  the  Defense  Oommunications 
Agency,  the  Defense  Intelligence  Agency,  the  Defense  Atomic  Support 
Agency,  and  the  Military  Air  Transport  Service— there  is  a 
question  as  to  just  how  much  control  will  remain  with  the  Individual 
services. 

The  General  Services  Administration  has  broad  authority 

to  provide  certain  supplies  or  services  for  the  Government.  The 

Federal  Property  and  Administrative  Services  Act  of  1949,  that 

established  the  General  Services  Administration  stated  the 

Congressional  intent  in  the  following  declaration  of  policy: 

It  is  the  intent  of  the  Congress  in  enacting  this 
legislation  to  provide  for  the  Government  an  economical 
and  efficient  system  for  (a)  the  procurement  and  supply 
of  personal  property  and  nonpersonal  services,  including 
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related  functions  such  as  contracting,  inspection, 
storage,  issue,  specifications,  property  identification 
and  classification,  transportation  and  traffic  manage- 
ment, establishment  of  pools  or  systems  for 
transportation  of  Government  personnel. 1 

While  the  General  Services  Administration  has  not  pursued 
the  full  extent  of  the  broad  authority  given  by  Congress,  there 
are  areas  where  General  Services  Administration  management  of 
material  may  be  beneficial.   A  recent  Memorandum  of  Understanding 
between  the  General  Services  Administration  and  the  Department  of 
Defense  assigned  the  responsibility  for  the  procurement  and 
management  of  all  hand tools  and  paint  items,  except  weapons  system 
related  items,  to  the  General  Services  Administration.   The 
aforementioned  agreement  permits  the  Defense  Supply  Agency  to 
consolidate  its  responsibilities  with  respect  to  the  military 
departments  before  further  negotiations  are  commenced  with  the 
General  Services  Administration. 

The  existence  of  the  General  Services  Administration 
serving  the  Services  as  a  material  manager  on  a  level  with  the 
Defense  Supply  Agency  increases  the  requirement  for  coordinating 
groups  and  planning  agencies  to  provide  the  working  relationships 
and  conditions  most  conducive  to  economy  and  efficiency. 

The  question  of  the  Bureau  of  Supplies  and  Accounts '  role 
in  weapons  system  management  will  occupy  an  increasing  portion  of 

1Ibid..  p.  20. 
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top-management  effort  in  the  future.  Since  the  .Navy  is  attempting 
to  achieve  substantial  improvements  in  weapons  systems  management 
by  improving  planning,  programming  and  appraisal  at  the  Chief  of 
Naval  Operations  level,  the  Bureau  of  Supplies  and  Accounts  must 
move  accordingly.  ■*• 

Weapons  system  management  has  recently  been  defined  as 
"intensified  management  of  an  operational  weapons  system." 
While  the  supply  functions  necessary  to  the  support  of  a 
particular  weapons  system  are  no  different  than  those  involved 
in  any  other  area  the  generation  of  information  for  such  a 
weapons  break-out  is  not  now  provided  for.   Thus,  the  major  areas 
of  decision  rest  with  the  possible  restructuring  of  the  system  to 
accommodate  weapons  system  management  or  development  of  channels 
to  provide  the  information  that  the  weapons  system  manager  needs. 

The  question  of  whether  or  not  to  reorient  the  Navy 
Supply  System  along  weapons  system  lines  may  not  be  decided  on 
the  need  for  information  alone.   The  recent  trends  in  the 
management  of  the  ftavy  and  the  Department  of  Defense  to  identify 
costs,  performance  and  status  by  weapons  system  in  the 
Justification  of  budget  requests  add  an  additional  reason  for 
considering  a  weapons  system  oriented  organization.  Since  the 
weapons  system  is  the  backbone  of  our  modern  Navy,  a  responsive 
Navy  Supply  System  will  focus  attention  on  the  vital  requirements 

of  the  operating  forces. 

1 

u.  S.  Department  of  the  Navy,  Review  of  Management  of  the 
Department  of  the  Navy.  (MVjXOS  P-2426B,  15  December  1962),  p.  26. 

p 
Report  on  Project  Management  and  Weapon  System  Supply 

Support,  1  August  1963,  BUSA1JDA  (Code  L2). 
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There  is  another  element  of  operating  forces  effectiveness 
that  must  not  be  overlooked  in  the  design  of  a  new  Navy  Supply 
System.   This  area  was  revealed  by  RADM  W.  A.  Evans,  SO,  US  If  at 
the  recent  Navy  Supply  Conference  held  in  Williamsburg,  Virginia: 

Overall,  what  we  need  is  a  management  system  in 
the  fleet. 

.  .  .  ¥e  need  a  management  system  using  modern 
data  taking,  data  processing,  and  data  handling 
techniques,  to  serve  up  for  analysis  the  information 
that  is  necessary  in  order  to  manage  intelligently. 

This  management  system  obviously  cannot  be  other 
than  the  creation  and  servant  of  command;  however,  we 
in  the  Supply  Oorps,  whose  professional  jurisdiction 
is  in  business  management,  surely  have  the 
responsibility  to  provide  the  skill  and  guidance 
that  is  needed  to  create  it.1 

The  importance  of  the  increased  attention  to  a  management 

system  afloat  is  pointed  out  in  the  following  remark  by  RADM 

W.  A.  Svans,  SO,  U3N: 

It  can't  be  ignored  because  much  of  fleet 
logistics  is  performed  by  ships — underway 
replenishment.  We  can  run  a  distribution  system 
at  sea  and  we  have  for  twelve  years  in  the  Mediterranean. 
I  say  we  ought  to  do  more  because  moving  onto  the  sea 
is  the  way  to  extend  the  time  that  the  Navy  is  a 
fighting  organization  in  a  war  where  supply  depots, 
yards,  and  production  plants  will  be  destroyed  quickly 
by  our  enemy.2 


1*£B*   W.  A.  Svans,  SO,  US  ft,  "Atlantic  Fleet  Report," 
A  presentation  to  the  Navy  Supply  Conference,  Williamsburg, 
Virginia,  6-8  May  1963 . 

2Ibld. 
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CHAPTER  V 

SUMMARY,  CONCLUSIONS,  AND  ESOOMftSNDAT IONS 

This  supply  ship,  you  know,  is  in  troubled  waters. 
Along  with  all  of  the  rest  of  the  Navy  and  the  other 
services  in  the  Department  of  Defense,  we  are  at 
present  navigating  in  uncharted  seas.  You  can  almost 
feel  the  pounding  of  the  surf  against  the  rocks  and 
shoals  as  we  try  to  make  our  way  through  these 
treacherous  passages  out  into  the  clear  and  the  deep 
waters  beyond.   I  don't  suppose  that  any  of  us  will 
ever  see  again  the  kind  of  smooth  sailing  that  we 
enjoyed  so  much  in  the  past.  But  if,  as  we  make  our 
way  here  through  the  next  couple  of  years  through  these 
uncharted  waters,  we  have— in  addition  to  safe  passage— 
a  destination  in  mind,  then  when  we  do  come  out  we  will 
have  a  purpose,  and  the  sailing  can  be  smooth. ^ 

Many  of  today's  successful  business  enterprises  have 

passed  through  the  troubled  waters,  such  as  are  referred  to  "oy 

RADM  Orumpacker,  into  the  smooth  water  beyond.  No  common  success 

element  can  be  found  to  characterize  such  business  enterprises. 

The  outstanding  functions  of  some  of  the  best-managed  companies 

include  management  planning,  organization,  financial  management, 

marketing  and  product  management.  A  progressive  management  is  well 

aware  of  the  need  to  organize  its  activities  around  that  group  of 

functions  which  will  provide  the  optimum  return  on  investment. 

^RADM  John  Orumpacker,  SO,  USN,  Chief,  Bureau  of  Supplies 
and  Accounts. 
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Establishment  of  the  objectives  or  the  destination  to  be 
reached  is  an  important  management  responsibility.   Once  the 
objective  has  been  established  and  clearly  stated  it  then  becomes 
the  responsibility  of  management  to  set  the  course  of  future 
action.   Rarely  is  there  but  one  course  of  action.   Instead,  an 
endless  array  of  alternatives  usually  exist,  thus  complicating  the 
role  of  management  as  a  decision-maker.   The  planning  process  is 
the  vehicle  which  management  uses  to  gather  all  of  the  information 
available  concerning  the  possible  alternatives,  and  to  formalize 
the  information  in  such  a  manner  that  the  decisions  of  today  can  be 
used  by  tomorrow's  managers. 

To  plan  is  to  project  events  over  time.  Since  the  plan 
is  basically  a  forecast  of  events  to  come— one  year,  five  years  or 
ten  years  hence— there  is  always  the  possibility  that  the  plan  will 
not  lead  to  the  established  objective.   Adequate  provision  must  be 
made,  therefore,  for  a  periodic  re-evaluation  of  plans  on  a 
scheduled  basis. 

The  planning  process  in  effect  at  any  business  enterprise 
is  only  as  effective  as  the  alternatives  that  it  produces.   There 
is  no  universal  system  that  can  be  used  to  compare  the  many 
individual  planning  systems.   Sach  business  enterprise  approaches 
planning  in  its  own  way.   The  only  true  judge  of  the  system  is 
"time." 

Business-oriented  planning  and  military  planning  both  have 
a  "service"  objective.   In  addition,  both  groups  are  usually  faced 
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with  limited  resources  to  attain  the  objective  and  must  make 
maximum  use  of  short-range  and  long-range  planning  in  providing 
the  alternatives  for  decision-making. 

The  objectives  underlying  the  mission  of  the  ijavy  originate 
from  top-management  officials  at  the  Office  of  the  Secretary  of 
Defense,  the  Secretary  of  the  Wavy  and  the  Office  of  the  Chief  of 
Naval  Operations  levels.   The  Department  of  the  Navy  organizational 
components  subordinate  to  the  aforementioned  management  levels  are 
primarily  concerned  with  planning  the  facilities  and  the  methods 
and  procedures  for  reaching  the  established  objectives,  producing, 
staffing  and  operating  the  facilities. 

The  Bureau  of  Supplies  and  Accounts  is  one  of  the 
functional  organizations  in  the  Department  of  the  Navy  responsible 
for  interpreting  and  implementing  programs  assigned  in  support  of 
the  objectives  of  the  i\iavy.   One  such  assigned  program  Involves 
administration  of  the  Wavy  Supply  System.  All  of  the 
organizational  elements  involved  in  the  management  of  Wavy-owned 
material  which  is  under  centralized  Inventory  management  theoret- 
ically come  within  the  definition  of  the  Wavy  Supply  System. 
Traditionally,  the  organizational  elements  concerned  with  the 
inventory  management  of  major  technical  components  have  not  been 
under  the  management  direction  of  the  Ohief ,  Bureau  of  Supplies 
and  Accounts.   This  condition  has  resulted  in  less-than-effective 
management  direction  of  the  entire  range  of  material  included 
within  the  Uavy  Supply  System.  Adding  to  the  complications 
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arising  from  the  aforementioned  unclear  organizational 
relationships  has  been  several  recent  shifts  in  the  Department  of 
Defense  approach  to  material  management— establishment  of  a 
Defense  Supply  System  for  items  common  to  two  or  more  services, 
and  management  of  items  on  a  weapons  system  basis. 

The  recent  report  of  Review  of  Management  of  the  Department 


of  the  Navy  recognized  that  the  inventory  management  function  was 
complicated  and  unclear,  and  recommended  that  the  Chief,  Bureau 
of  Supplies  and  Accounts  be  the  Navy's  Supply  Manager.   The  action 
recommended  in  the  aforementioned  report  would  make  the  Bureau  of 
Supplies  and  Accounts  the  primary  technical  bureau  of  the  naval 
service  and  of  the  Naval  Support  Establishment  with  material 
management  in  its  broadest  sense. 

The  Chief  of  Naval  Material,  in  implementing  Recommendation 
No.  46b  of  the  report  of  Review  of  Management  of  the  Department  of 
the  Navy,  assigned  Department-wide  responsibility  for  the 
development  and  promulgation  of  policies  and  methods  governing 
the  supply  management  of  naval  material  to  the  Chief,  Bureau  of 
Supplies  and  Accounts.   Thus,  the  responsibility  for  molding  a 
responsive  Navy  Supply  System  now  rests  squarely  on  the  shoulders 
of  the  tlavy's  top  supply  corps  officer. 

The  task  of  redesigning  the  Navy  Supply  System  will  require 
the  resolution  of  many  knotty  problems— the  composition  of  the  Navy 
Supply  System;  the  relationship  of  the  Chief,  Bureau  of  Supplies 
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and  Accounts  to  the  heads  of  the  agencies  comprising  the  Navy 
Supply  System,  several  of  whom  are  on  a  parallel  organizational 
level;  composition  of  the  policy-malcing  body  for  the  methods 
covering  the  Navy  Supply  System;  the  establishment  of  measures  to 
determine  the  effectiveness  of  the  ffavy  Supply  System;  and  the 
manner  in  which  differences  of  opinion  between  the  various  elements 
of  the  system  will  be  resolved. 

The  existence  of  the  Defense  Supply  System  and  the  common 
item  Inventory  manager— the  Defense  Supply  Agency  together  with 
the  inventory  management  support  being  received  from  the  General 
Services  Administration—necessitate  a  periodic  re-examination  of 
the  support  being  rendered  by  the  aforementioned  agencies  and  the 
effectiveness  of  the  support  being  rendered  by  the  $avy  Supply 
System  to  the  total  Navy  effort. 

The  Secretary  of  Defense  has  maximum  flexibility  under 
the  amendment  to  the  1958  Reorganization  Act  to  transfer,  reassign 
and  abolish  functions  with  the  military  departments.  As  the 
Secretary  of  Defense  consolidates  functions  and  establishes  common 
policy,  the  Military  departments  will  need  to  regroup  and  redesign 
their  organizations  to  encompass  the  functions  remaining. 

The  objectives  of  the  individual  military  departments  will 
also  be  subject  to  revision  as  the  Secretary  of  Defense  revises 
his  command  channels  and  support  structure.   This  shifting 
structure  will  require  planning  organizations  in  the  individual 
military  departments  to  continually  review  the  total  management 
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planning  effort  with  respect  to  its  responsiveness  and  its 
applicability  to  the  department's  current  objectives. 

The  currently  decentralized  policy  and  planning 
responsibilities  within  the  Bureau  of  Supplies  and  Accounts  does 
not  provide  the  decision-making  framework  which  the  Chief,  Bureau 
of  Supplies  and  Accounts  requires  in  the  years  ahead.  Top- 
management  in  the  functional  positions  within  the  Bureau  of 
Supplies  and  Accounts  must  be  concerned  with  the  effectiveness 
of  the  day-to-day  operations  of  the  functional  specialty  areas. 
Such  top-management  officials  cannot  maintain  the  liaison 
capability  to  monitor  all  of  the  changes  that  are  developing  within 
the  Department  of  Defense  and  the  Department  of  the  Navy,  translate 
these  into  alternative  courses  of  action  and  arrive  at  revised 
policy  and  procedures  while  at  the  same  time  providing  management 
direction  to  a  line  organization. 

The  need  exists  and  the  current  reorganization  taking 
place  within  the  Navy  provides  the  vehicle  to  reorganize  the  total 
planning  effort  within  the  Bureau  of  Supplies  and  Accounts. 

It  is  recommended  that : 

1.   The  Assistant  Chief  for  Planning  be  assigned  the 
responsibility  for  directing  and  coordinating  the  overall  planning 
and  programming  effort  within  the  Bureau  of  Supplies  and  Accounts. 

This  recommendation  is  consistent  with  the  recommendations 
of  the  Advisory  Committee  to  the  Secretary  of  the  Navy  for  the 
Review  of  Management  of  the  Department  of  the  Navy.   Centralization 
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of  planning  and  programming  responsibility  within  the  Bureau  of 
Supplies  and  Accounts  is  not  intended  to  stifle  the  interchange 
of  data  and  information  between  the  functional  managers  and  their 
counterparts  elsewhere  in  the  Navy  Department.   Rather,  it  is  the 
purpose  of  this  recommendation  to  formalize  a  condition  which  may 
be  currently  in  existence  today,  to  provide  a  single  voice  for 
the  Chief,  Bureau  of  Supplies  and  Accounts  concerning  the  planning 
and  programming  effort,  and  to  insure  that  the  direction  of  effort 
clearly  falls  within  and  is  compatible  with  the  policy  and  programs 
coming  down  from  higher  authority. 

Implementation  of  this  recommendation  is  particularly 
pressing  in  view  of  the  positive  effort  being  exerted  by  the  Ohief 
of  Naval  Material  to  establish  the  Ohief,  Bureau  of  Supplies  and 
Acoounts  as  the  overall  material  manager  of  the  Navy. 

2.   A  comprehensive  analysis  be  conducted  of  the  Navy- 
Supply  System  with  the  objective  of  (a)  establishing  the  optimum 
design  and  operating  procedures;  (b)  establishing  working 
relationships  which  make  maximum  practicable  use  of  the  Defense 
Supply  System;  (c)  obtaining  a  composite  picture  of  the 
requirements  for  a  Uavy  Supply  System  in  the  next  ten  years;  and 
(d)  determine  the  information  feed-back  needs  to  provide  the 
Material  Manager  of  the  Navy  a  more  realistic  measure  of  the 
performance  of  the  system  against  its  objective  than  currently 
exists. 
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It  is  envisioned  that  a  review  group  established  to  make 
the  recommended  analysis  would  step  out  of  character  for  a  period 
of  time  and  after  a  long  look  around  attempt  to  chart  the  future 
of  the  Navy  Supply  System  as  well  as  the  future  of  the  Bureau  of 
Supplies  and  Accounts. 
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